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TUESDAY, JULY 7, 1953 


Houser or REPRESENTATIVES, 
SPECIAL DAIRY SUBCOMMITTEE OI] 
rik COMMITTEE ON AGRICULTURI 
W ashi l 


The subeommitte met at 10 a. m. in the committee room of the 
House Com tee oO \o7 | H . August H. And chal 
commit 1" 0 

Mh LNDRESEN | ie COM lf |] COT adel 

\\ ( i t mo} ow to have Pro R i W 
B ( l rsity of ] ( Dr. Ba I lerstand 

ius done c le ( earch on tl bject of dairying, and whe 
he ve Tt tO Lp rp l efore ou } tee | e mel 
by ot tl ( mitt we d like y to ! ! 

1) Bat ett \ wo | ) vel oO tt live ( pl CeE VO! 
O\ manner and 1Ve I Le Ot oul rs \ 


STATEMENT OF ROLAND W. BARTLETT, PROFESSOR OF AGRICUI 
TURAL ECONOMICS, COLLEGE OF AGRICULTURE, UNIVERSITY OF 
ILLINOIS, URBANA, ILL 


Mr. Barruerr. Thank you, Mr. Andresen. I have son material 


{ Whi 1 lam going to refer fro Lime to tin If vou \ t to take 
( it th time you may | Ve 
Mr. ANDRESEN. All right. 
Mr. Barrierr. I have set down, Mr. Andresen, a series of points 
h I plan to cover this morning I appreciate the fact that you 
ire busy men, so I tried to put this material in as brief a form as I ean. 
Chere will be some material to be presented as exhibits because I 
do want to take the time to vo over it. but I will just call attention 


to those as we go along and refer to them when we come to that 
material. 

As the first exhibit is this paper on New Techniques and Products 
which ] presented before the I? ohth nnual Midwestern Milk Mar- 
ketine Conference at lowa State College on April 1, 1953. L think 
that is included in each one of the material which I turned over to 
committee members. 

I am going to read a little from this, but I am not coing to read 
all of it I will call attention to specific things. 
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(The information is as follows:) 
EXHIBIT I 
Agricultural Economics 334 
NEW TECHNIQUES AND Propucts * 


Roland W. Bartlett * 


During World War II farmers, urban industry, and labor put aside their per- 
sonal differences to fight a common enemy Dairymen in the United States now 
have a common enemy—vegetable fat substitutes. Confronted with this fact, I 
am convinced that they can and will take such action as is necessary to maintain 
and expand the market for dairy products 





\n appraisal indicates that per capita sales of butter, ice cream, and evapo 
rated milk are likely to decrease while per capita sales of market milk, cheese, and 
dried whole milk will increase (tables 1 and 2). With these changes we shall also 
have a probable increase in population from 152 million in 1950 to 169,400,000 
in 1960, a net increase of 11.4 percent. The combined effect of changes in popula 
tion and per capita sales is likely to result in an increase of around 9 percent 
n total needed in 1960 compared with the amount used in 1950. 


arket milk sales be increased 20 percent by 1960? Ina recently published 
article,* I predicted that per capita sales of market milk and cream would be 
‘nt higher in 1960 than in 1950 This estimate is predicated upon six 


1. That efficient distribution practices now in use on a limited scale will be 





idopted generally, with the result it the prices to consumers on a nationwide 
w be reduced as much as 2 or 5 cents a quart 
2. That competitive class I irket milk) prices will be restored in specific 
is the country that now exact prices above their competitive level. 
That a battery of vending machines, some dispensing half-pints or third 
( il thers dispensing quarts or 2 quarts of milk, will be distributed in 
trategi ocations throughout the country to make milk more available. 

4. That vendors who own their own trucks and buy bottled milk at the plat 
form Ww radually replace unio lrivers in all areas where wage rates exacted 
ire materially above their « petitive leve 

Chat fresh concentrated milk from surplus producing areas will be sold in 


all areas of the country where present consumer prices for whole milk are 


G t research sti es scussed later will show other ways of broadening 
1 ’ 
k an | t 
ra 1 Comparison of utilization of milk in the United States in 1950 with 
mated utilization in 1960? 
P t 
Q 4 Q { 
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I ( 1 vd Technology 
\ 


vestern Milk Marketing Conference, Iowa State 


rsity of Illinois College of Agriculture. 
53, pp. 1487-1442 
included in talk of December 10, 1952, before 
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TABLE 2.—Civilian per capita consumption of specified dairy products and 
margarine, United States, average 1935-39, annual 1945-527? 


ve 


| | | 
} ‘ } | | F vapo | Dried 
7. | Fluid | rie 
Average ant | milk and Butter | Cheese rated end | Ice | whole Mar 
} milk anintn | | condensed | cream | ji, garine 
; | milk | 
on | | | | = 
| } | 
Pounds | Pounds | Pounds | Pounds | Pounds | Pounds | Pounds | Pounds 
1935-39... | S01 310 16.7 5.5 | 16.6 9.5 0.12 2.9 
1945 804 432 10.9 6.6 18. 2 3.1 37 1.0 
1946... i $3] 423 10.5 6.7 18 5 22.5 51 3.5 
1947... 787 398 1 6.9 | 20.3 19.4 4 5. 0 
1948... 751 87 9.9 6.9 | 20. 1 i7 29 6.1 
1949__ 761 | 384 10.4 72 19.6 16.4 ose 7 
1950... 776 | 385 0.7 Bg 20. 16.1 . 28 6.1 
i9Al = aa 759 395 96 tie 18.2 16.1 oat 6.6 
1952 743 40 Ra 7.4 17.9 14,2 34 7.7 
1960 795 4fi2 6.9 10.0 15.0 10. 0 oe 
1 Data fom USDA Bureau of Agricultural Economics Data for 1951 were preliminary and these for 
1952 were partly forecast 
2 Included in paper presented at Dairy Store Conference, General Extension and Food Technology, 
University of Ulinois, Dec. 10, 1952 ; 
3 Fstimates by R. W. Bartlett 


“Sacred cows,” whether those of distributors, farmers, labor, or government, 
will be sacrificed in bringing about these changes. I believe that the machinery is 
already in motion to effect such changes and that they are definitely in line both 
with the public interest and with the long-run interest of the dairy industry. 

Will stores become increasingly important in lowering milk-distribution costs, 
retail prices, and aiding in increasing per capital sales of milk? In 1952, it was 
estimated that stores handled 45 percent of the milk sold to consumers in the 
United States, while home deliveries constituted 55 percent of the total.° The 
highest proportions of store sales are to be found in the larger cities, such as New 
York, Chicago, Los Angeles, and San Francisco, each of which distributes over 
two-thirds of its milk through stores. In fact, in my opinion, over three-fourths 
of the cities and villages in the United States still have either a 1-cent store dif- 
ferential or exact as much for store milk as for home deliveries. Hence, it seems 
to me that the greatest opportunity for lowering distribution costs, lowering retail 
prices, and increasing per capita sales of milk, is to initiate mass distribution of 
milk with a store differential ranging from 2 to 6 cents a quart in all the markets 
that now have a 1-cent or no differential, as well as to keep cutting away at the 
gross distribution margins of markets where store sales are already large. 

The gallon jug: At the present time the gallon jug is the most important force 
in lowering handling margins and milk prices to consumers. In Akron, Ohio, over 
40 percent of total sales are made by one dealer through stores operated under 
his management. In March 1953, milk was sold to consumers in these stores at 
62 cents a gallon, or 15% cents a quart. This is the lowest price reported for 
Grade A milk in any large market in the United States. In the summer of 1952, 
the price in gallons was 131% cents a quart. Unfortunately per capita sales are 
not available for this market. It is hoped that studies now underway will make 
this fact available. 

In the Chicago market, the gallon jug has become increasingly important, par- 
ticularly since 1950. In April 1946, 11.6 percent of the milk in the market was 
sold in gallon jugs.) By April 1952, this proportion had increased to 21.9 percent, 
and it is probable that it will be around 24 percent by April 1953. Why this 
large increase in the use of the gallon jug, which is heavy and breakable, requires 
a deposit, and is irritating to those handling it? 

The answer is simple: Price. In March 1953, the reported retail price of a 
single quart of home-delivered milk in Chicago was 24.5 cents, or 614 cents a 
quart more than the price per quart of milk purchased in chain stores in gallon 
jugs (73 cents a gallon, or 181%4 cents a quart).” In some areas the gallon jug 
sells for 65 cents, or 16144 cents a quart. Most people are hard up today and are 
looking for ways to get more for less money. This situation is as true for the 
people in cities with no store differential as for those in Chicago. 





5 Included in talk presented by George Scott, vice president of Excello Corp., at the 
University of Illinois, February 3, 1953 

6 Based on audited reports of the Chicago Federal Milk Market Administration. 

7 Data from USDA Fluid Milk Report for March 1953 
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TABLE 3.—Population, average daily sales 
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of whole fluid milk, per capita 








consumption, and annual average income per person, Chicago metropolitan 
area, 1934-52 
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Out-of-1 cet milk shipments in Illinois were a¢ ipanied by a 2-cent reduc 
t in the ore price of milk and ere n important facto1 increasil per 
capita sales iy 1945 to 1949 per capita sales in 8 Illinois markets increased 
15 percent at the same time that those for the United States decreased 10 per 
ent Extension of a substantial store differential into the many markets where 
store and home-delivered prices are the same S kely to be accompanied wit! 
ir increases in per Capita sale | < 
\\ vendors who own their own tru displace union 1 
swer to this question \ depen t ist in part, on the pr 
In area vhere the union wage e is in line withe the 
labor in this type of work, there ll be less centive to ] 
re vhere the n rate € ahove t i I 
Ii ‘ ter iS¢ t \ pected that ore nd ore ‘ he i 
to nel if the p bot | ; witl l pany redu I 
in the number of union em] ees of dairy companies 
In a southern market one dealer dling over 60,000 quarts daily now operate 
a milk plant exc sive for vendor Pa of these endors distribute milk 
to homes, while others serve wholesale stops 
In another market, union ¢ vees hauling milk from a bottling plant to 
stores were recently entirely displaced by vendors. Picketing of the plant was 
mmediately prohibited by a court order that was later upheld by the court 
of appeals and by the supreme court of this State The case is now before the 


United States Supreme Court. 


>The Chi rn of Milk Distribution, 


1240 


ot 


Mlinois Farm Economics, April 1952, pp 
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What about the future of fresh concentrated milk? This question can be an- 
swered more convincingly 5 years from now than at present. Several facts, 
however, may we ll be reviewed 

1. Dr. Iverson’s experiment on once-a-week home deliveries of fresh concen 
trated milk to some 500 Iowa farmers over an 18-month period has proved suc 





cessful Applied to large commercial markets in place of every-other-day deliv 
eric the result might be a saving of up to 4 cents a quart over and above 
creased st of concentration For example, in Champaign-Urbana, the 
sts of home delivery is around 8 cents a quart If a family purchased 


. the total cost would be 72 cents. 
red on a once-a-week basis at the 


ng in delivery cost would be 72 


on a 3-to-1 basis to be 
m costs for 9 quarts would be 9 





distribution costs on 9 quarts of milk— 
cents a quart 
Pall milk sales of a large chain of stores in California are 





2. Fifteen per 








fresh concentrat This milk is sold at 3 cents a reconstituted quart below 
the store price ¢ milk 
Earlier studies have ind ed that potential savings ranging from 3 to 6 
cents a quart would be possible by selling fresh concentrated milk originating in 
surplus producing areas to deficit areas Part of such savings would accrue from 
ower transportation costs and part from improved methods of distribution 
$4. The United States Navy has been using fresh concentrated milk for over 2 


years and is expanding its purchases of this product. With these facts in mind, 





it will for the dairy industry to watch carefully the developments in the 
of oncentrated milk during the next few vears 
Wha ch studies should be initiated to broaden outlets for milk and its 
produc my opinion, the immediate needs of the dairy industry are not for 
I fundamental research, though t] should be cont led Rather, the needs 


of the industry today are 


1. To study the merchandising methods and techniques that have proved or are 








likely to prove most effective in increasing sales of dairy products 

2. To assemble them in ways tl re easily a able and that can readily be 
ised ill those interested in maintaining and expanding outlets for dairy 
D oducts 


In a balanced program of research, in my opinion, at least four-fifths of the 
} on these two phases. Civilian sales of nonfat 

olids are now more than double those of 1940. This increase has been brought 
out through scientific application of goo erchandising methods. The Amet 
Dry Milk Institute works with bakeries, meat packers, dairies, confec 


reseal funds should be sper 


oneries, soap manufacturers, and many others in promoting the sale of nonfat 
They work with the people who make the policies of these organizations, 
large increase in sales is solid evidence of their success. 

I h secment of the dairy industry, but particularly market milk, needs to do 
what has been done with nonfat solids. Obviously it is impossible in this brief 
period to cover the whole waterfront of possibilities in this field. But some studies 
that might well be made are outlined below. 


School-lunch programs: In October 1951 there were 29,846,000 students enrolled 


American public schools If. during school hours, each student drank one-half 
pint daily for 180 days, this would use 45 quarts of milk per student, or a total of 
2,888 million pounds of milk annually. Actually in the sehool year of 1951-52, 


imption per student was only 12 quarts,” or only about one-fourth of the 
ibove estimate Why? Bad quality? Warm milk? Too high price? Lack of 
electric refrigeration? Lack of vending machines? Lack of Norris dispensers? 
Competition with candies and sweet beverages? ‘These and other factors might 
well be studied, 
At its SSth annual meeting in May 1952, the executive council of the Illinois 
State Dental Association unanimously adopted the following resolution : @ 








Illinois Farm Economics, October 1951, pp. 1236-1245 
, in Current Population Reports, Population Characteristic Series, p. 20, No 








40, July 1952 
#2 Computed from information received in a letter dated March 9, 1953, from Samuel C. 
Vanneman, Chief, Civi n Food Supply Division, USDA 
% Tjlinois Dental Journal, vol. 21, No. 8, August 1952 
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“Whereas leading dental research workers and scientists have practically uni- 
versally reached the definite conclusion that the intake into the amount of 
refined sugars and foods made therefrom are the primary contributing cause of 
dental caries; and 

“Whereas despite the great increase in dental health education and more 
universal dental care of our children, the caries rate steadily increases; and 

“Whereas since we members of the dental profession should be, and are, the 
most interested group concerned in the control of dental caries and the improve 
ment of dental health; and 

“Whereas since in many, if not most, of our primary schools the pupils are 
allowed to purchase sugar-containing confections and beverages without any 
restrictions and with the applied approval of your school systems and school 
authorities: Therefore be it 

“Resolved, That the Illinois State Dental Society go on record as condemning 
the sale of candies, gums, and sweetened beverages in all primary schools in the 
State of Illinois and favoring substituting therefor such sugar-free foods as nuts, 
potato chips, and milk.” 

How well is our dairy industry using endorsements such as these in pre t 
milk sales in schools? 

Potential outlets to nonagricultural workers: Various studies have shown that 
productivity is increased when one drinks a glass or more of milk in the mid- 
morning and in the midafternoon. With this fact in mind, one may well raise 
the question: What has been done in an organized way to tap the potential market 
of 46,608,000 workers now employed in the nonagricultural industries? If these 
employees consumed an average of one-half pint a day for 250 working days 
this would create an outlet for over 6 billion pounds of milk, which is equivalent 
to around 500 million pounds of butter and about 564 million pounds of nonfat 
solids. 

Present consumption of milk by these workers is only a fractional part of the 
potential. When milk is available, some factory workers doing heavy work are 
not satisfied with one-half pint; they want a pint or more. Factory locations 
have been found to be a favorable location for vending machines. In one study ™ 
four-fifths of all machines were located in factories. In some factories milk is 
served by drivers at specific locations during the 15-minute rest period 
thorough study of the techniques which have proved most practical in serving 
industrial employees could be used as the basis for a very large expansion of 
milk sales to this group of people. 

Soda fountains and lunch counters: Figures show that in 1948, there were 
2.657 soda fountains and lunch counters in the United States What organized 





“ase sales of milk and its products in these markets *? 
Will the use of Norris dispensers help to increase milk sales through these out 
lets? What are the facts? Are dairy groups really doing a job of selling milk in 
these places? What about convenience? Availability? 

Restaurants and cateterias: What research iniormation do we have about 
restaurants and cafeterias as outlets for dairy products? In 1949 there were 
130,192 of these eating places in the United States. 

Sale of milk through stores: Mr. Bush has told us that Safeway Stores average 
400 quarts daily per store. How much do we know about milk as a builder of 
customer traffic: fast turnover, paper containers. gallon jugs, and store differ- 
entials?** How much do large store sales of milk increase per capital sales? 

Dairy stores: What factors lead to the successful operation of different types 
of stores: location, drive-in, cleanliness, display of products, pricing, special 
attractions? Analyzing the results of such studies would make it possible t 
develop complete plans and make them available to all interested groups. 

Store sales of cheese: Per capita sales of cheese have increased rapidly in 
recent years. Which places have the highest sales? Can their success be 
attributed to types of displays, packaging, advertising, or meal-planning sugges 
tions? With such information we could develop promotional and advertising 
layouts and make them easily available for both store and home use 

Cottage cheese, chocolate dirink, and other bulk byproducts: What are the 
differences in per capita sales of different products in different places? What 


rt has been made to iner 








——— 


44 Illinois Farm Economics, November—December 1951, pp. 1249-1255. 
15 Statistical Abstract of the United States, 1951, pp. 882-889. 
18See Merchandising Milk Through Stores, E. J. Lunding, Department of Agricultural 
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Economics, University of Illinois. Mimeographic report, February 3, 1953 








ese differences: quality, type, price, promotion and, advertis 

ng With these facts, it would be possible to mave available layouts for use 
wl are interested 

Lowe init stribution costs: What are the costs of farm tanks, tank trucks, 

plant transportation, large volume per plant,” large volume of bottle 

uck, ar arge volume er store? What causes efficiency? We need 

as to how each eflicient operation can be duplicated and 





hese plar isily available. 

Ke | ts competitive What are the actual differences in costs of 
egetable fat d butterfat, and how can we make sure that the price differences 
etween these products are not exaggerated? Developing ways to publicize the 
cts may prevent dairy products, ich as butter, from being pushed into the 

Develop new products to meet competition of vegetable fats: Such products 

d f est 1¢ re 1 butter spread with more nonfat solids, 
nd k kes Chi el ne 1 which there is plenty of room for 


M ANpDRESEN. You n proceed as you desire, Professor Bartlett. 

sartLerr. All right. I think I will read the first page of this, 
S nmarizes some of the thinking I have been doing with 
regard to the problem of expanding markets for milk. Then I will 
eter to o! xr two other sections a little later. 


As I understand it, Mr. Andresen, questions are in order at any 


me:isthat right / I am free nd opel to questions. 
Mr. AnpresEeN. Whichever way you prefer. 
Mr. Barriterr. While we e ssing something I would prefer, 


fF somebody has a question that he raise 


(npresen. All right. 
Mr. Barrierr. During World War IT farmers, urban industry, and 
Lb put cle elr pr O lifferenes o fight a common enemy. 


ted tate now nave Oolnmon enemy veoetable 


} pOstit ( Contronte it With this ‘t i ] am convinced that 


] lL] take h aetio i necessary to maintain and 
, j , irket {01 dai prod 

4 ] 4 ; ‘ ] > ++ , 

\ praisal indicates that pe capita sales of butter, ce cream, and 


ad} k are likely to decrease while pel capita sales of market 
e¢ and a i ) ! Ik will inerease. With these ‘*hanges 


. y have a probable increase in population from 152 million 
50 to 169.4 million in 1960, a net increase of 11.4 percent. The 
‘ lect of changes ll populat on and pe r capita sales is likely 

fo f nerease of around 9 percent in total milk needed in 

1 1 7 - 
) rec th the ! nt used 1950. 
{ } ] ] ] ] ) . 
{ ! CT ! lk Lit pe nereased ZU percent by L960 4 In a 
VY published art e, | predicted that per ipita sales of market 
17 . . ,° 1 . 7 . 

ren VO ) ) pereent higner in 1960 that n 1950. 

I ont ist put in a word here to wy that I do not claim any 
powers of devining what the sales will be in 1960. Anv one 

] a ] Z 
dred people could make a guess as good or better than mine: 
t it seemed to me it was desirable to go ahead and see where the 


f° 4.3 . } 1 . . 
sales of particular products would likely be in 1960 as a 


; 4 ] — ] 4 _ . ° c ‘ r s 
( ur total proau on pol es, Many farmers have been 
ihey think that the bottom is falling out of the dairy indus- 
i tis something wit] which I d »not acree. 
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I have set down these estimates of per capita sales of each produet 
and multiplied these estimates by the population in arriving at this 
potential market for 1960. 

Mr. ANDRESEN. The bottom has fallen out of butter sales. 

Mr. Barrierr. That is right. I have included that in my estimate 

Going back to the paper: his estimate of a 20 percent increase In 
sales of market milk is predicated upon six assumptions : 

l. That efficient distribution practices now in use on a | ted scale 
will be adopted generally, with the result that the prices to consumers 
,rniat onwide ba \\ | be reduced is much as ¥2 or 5 cent i quart 
Mr. Anpresen. Will you pause there / 

Mr. Barrirrr. Yes. 

Mr. ANpreseN. During the past 7 or 8 months we have had unusual 
milk production. 

Mr. Barrnierr. Right. 

Mi. ANprEsSEN. Which is probably due to the mild winter and plenty 


OO! 


of Teed. Phen dum ne the spring and the following season we have 
had wood erass, an i o abundant teed ipplies. 

Mr. Barriterr. That is right. 

Mr. Anpresen. We find that the average price of milk at retail all 
over the country has been approximately 25 cents a quart, a o 
to the Department of Agriculture. 

Mr. Bartierr. That is right. 

Mr. Anpresen. Recently ma ireas the price to reta s ha 


been increased. 

Mr. Barrierr. That is right. 

Mr. Anpresen. And also the price to the producer. We are still 
in the edge of the flush season of production. 

Mr. Bartrietrr. That is right. 

Mr. ANDRESEN. I know that as far a I an oncerned ere L an 
paving 1 cent a quart more for milk today than I did 3 or 4 weeks ago. 

Mr. Barrierr. That is true. Of course I am looking at this, Mr. 


Andresen, primarily from the viewpoint of 1960 and some of the 
things that are coing to | appel between nov ind the nd are hap 
pening in certain places. | will wet to that wit regard to Chicago n 
just aA Moment, with your perm oO} 

Following your line of reason with regard to product othe 
important factor, is seems to me, is the shift from beef production 
to dairy production which | rred all over the 1 { Maton 
the past few months Mar welt C rece) 
period. Fewer veal valves are kept because of the lo prices on 
meat 

BKarlier von were talkn tbout Kendall Co ty. I]] Ix 
Ill.. is” wood example of that f Histor lly they ( ‘ pre 
ducing beef and mil With th ol) ] of beef the past 4 o1 
vears most farmers went to beef. Many of these farmers lost thei1 
shirts with the low heeft pri He re hitt Yy back to dairving as 
fast as they can. 

That one of the factors, along th fa e wenthe tions 
ind so forth, which have caused this big merease in prod ol 
the past few months. 

Mr. Anpresen. From 1945 an to the spring of 195 lost 


approximately 4 million milk cow nt = countl 
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Mr. Barriterr. That is right. 

Mr. ANpresEN. We know the trend now is the other way. 

Mr. Barruerr. True. 

Mr. ANDRESEN. They are keeping their heifer calves and probably 
not cu ng out the cows. 

Mr. Bartierr. That is right. Of course, we were getting also 
higher production per cow during that period, which pretty nearly 
offset the decreased number. Now we are getting more cows. The 
number is growing now. 

Mr. Lovrr. Will the gentleman yield to me / 

Mr. ANDRESEN. Yes. 

Mr. Lovre. Did I understand the chairman to say correctly that 


the pl to the produce has also increased in late months ¢ 
Mr. ANpRESEN. Not out in our section; but has in this area. It 
reased about a half cent a quart, I think, on the wholesale to the 
reta r, and the consumer pays 1 cent a quart more. 


Mir. Gotpen. Will the gentleman yield { 
Mr. \NDRESEN. Yes. 


Vir. Goupen. I think that is largely because of the increased cost 
f Jnbor connected with the distributing. 

Mir. ANprEsEN. That is what I was leading up to. In your analysis 
) | the dditional st of distribution 4 

Mr. Barrierr. I am going to in 1e DOT the cost of distribution 
ida t bart pl Sin my analysis. 

Mir. ANDRESEN. We are ul terest the cost of distri- 

tan of iF the ( vO A 


Mr. 3 RTLETT. j jus ol a art ‘ it On this last month. 


Mr. Barruerr. That is the next thing I am going to submit. 

Mir. Lover. [LT would lke to ask the v ess right there if the price 
to the producer in the country as a whole has increased during the 
pia { mith 
~ Mr. Barrierr. Let us break that down into periods. In most parts 


of the United States the price to the producer from December to June 


is tower Chah tlie precead yy vear. Pract LUiV all el 1 COU 

e increased volume of milk that went into manufacturing uses in 
the United State resulted a blend price to producers that was 
lower and forced manufacturing prices to a lower level. We are now 
VoIng tl ough the normal seasonal adjustment What Mr. Andresen 
s referring to 1s the seasonal price increase as July comes along with 
ts hot weathel }: req ic] tly 17) Thhahry markets ere we have had a 


lower price 1 \ Ly and June, the price automat cally increases in 
July. So this increase in price presumably, which has occurred here, 
results from an automatic increase in price in July as compared with 
May and June. 

Mir. ANpRESEN. Let me add to that, Professor Bartlett, that in areas 
where they produce enough market milk for manufacturing purposes 
the price is down around 50 cents a hundredweight to producers for 
the month of June. 

Mr. Bartrietrr. That is rig 


vat blend prices to market milk producers 1n most markets 


ht,if compared with June 1952. Also, you 


v1 } 1 
\ { 


‘down more than 50 cents in many markets as compared with June 
of a year ago. 
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Mr. Anpresen. I know in my area, which is and has been a dairy 
area, last month they received $3 a hundredweight for 3.5 milk. So 
in answer to your question, out in the Midwest where they produce 
largely for manufacturing purposes the price is down about 50 cents a 
hundredweight over what it was last year during the same period. 

Mr. Bartrierr. In ( hicago, the class I price fell 2.7 cents a quart 
from November to June. That is nearly 5 cents a quart. That price 
decrease Was passed on to the consumer in Chicago. That is an import 


ant point ind is not true for most markets in the United States which 
are monopolistically controll d. 
I would like to finish these other five pol ts before I vet to that. 


Mr. ANDRESEN. Yes 

Mr. Barrirrr. Going back to exhibit I, New Techniques and 
Products, the estimate of a 20-percent increase in per capita sales of 
milk by L960, predicated upon s xX assumptions. The No. 2 as ump 
C10n | That OnMipetitive class I- irket milk prices will be restored 

specie area of the country that now exact prices above their 


competitive tevel. 
Chat a battery of vending machines, some dispensing half-pints 
hird-quarts, and others dispensing quarts or 2 quarts of milk will 
be distributed in strategic locations throughout the country to make 
! ] more il] ble 
t. That vendors who own their own trucks and buv bottled milk at 
the platfo hi W 1] oradually replace mion ariver In all areas where 
wage Pat eX ted are matel i] y above then competitive level. 
5. That fresh concentrated milk from surplus produc he areas will 
» sold in all areas of the country where present consumer prices for 
\ ole } lk iW matel ills ab VE Natio “Ave : 
6. That research stud es cliscus f | later W 1] SHOW other ways of 


broadening the market for milk and its products. 


“Sacred cows.” whether those of di trib itors, farm rs, labor, or 
eovernment, will be rilice n bringing about these changes. I 
believe that the machiner’ rea ly in moti ! 0 etfect such changes 
and that they are definitely in line both with the publie interest and 
with the long-run interest of the dairy industry. 

I put this down as a package. Now I want to take these one at a 
time to cover each of these points. 

Mr. Anpresen. Let me ask you a question on No. 5. 

Mr. Barrier, All right. 

Mr. ANpDRESEN. You state there: 

That fresh concentrated milk from surplus producing areas will be sold in 
all areas of the country. 
Do you mean by that that there will be a free flow of milk in all parts 
of the country notw thstanding the milk market sheds and milk 
marketing agreements ? 

Mr. BAR ETT. Yes. | th nk those trade barriers will be broken 
dow n by L960, though etern il \ ioilance W ill be necessary to keep them 
broken. I have some suggestions specifically on that point a little 
bit later. 

Mr. Anpresen. All right. You may proceed. 

Mr. Barrierr. Another way for expanding milk sales is through 
the use of fresh concentrated milk. In connection with this, I would 
like to refer to pages 5 and 6 of exhibit I, and to Illinois Farm Eco- 
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the equivalent of 3 quarts of regular, for 61 cents. As 22% cents is the usual 
price per quart for regular milk, the customer saves over 2 cents on a quart. 

Boston people have also been using concentrated milk as a substitute for 
coffee and cereal cream by mixing equal parts of concentrate and water. 

Concerning its keeping qualities, an executive of a dairy chain in the Boston 
market stated: “During the past 2 months our stores located on highways lead- 
ing to summer resorts have shown quite an increase in concentrate business. 
Due mostly to its keeping qualities, it is a natural for summer camps, resorts, 
or for any boat that is out on the water for a few days.” ' 

Sale of Illinois concentrated milk in Key West: Between February and June 
of 1951 the United States Navy purchased several small lots of concentrated 
milk to determine its usefulness and economy. When officials recognized that 
the product was highly acceptable and potentially economical, they contracted 
with company X located in the Illinois part of the Chicago milkshed to send 
a truckload of approximately 8,000 quarts of concentrated grade A milk each 
week during July to September to the Navy base at Key West, Fla.’ The con- 
tract provided for the delivery of 72,000 quarts in paper containers and 7,500 
gallons to be packaged in 5-gallon single service containers. This made a total 
of 102;000 quarts of concentrated grade A milk or 306.000 quarts of regular 
milk after being reconstituted. The contract price for the concentrated milk 
delivered in quarts at Key West was 51.98 cents per quart. This was subdivided 
as follows: 


Cen T 
entrated ercent of total 
lk 
( 4 le A kK 7 7 
0. ¢ 
rransportatic ( 0 1h 1 (Illinois to Key We 6. 32 | 
I - s 100.0 
Average Cla I pr r July to September 1951, the period covered by N 
2’ This includ he cost for receiving, pasteurizing, homogenizing, concentratir packaging, loading, and 
Milk was hauled by the Refrigerated Transport Co., Inc., in a refrigerated truck rhe rate irged wa 
$2.53 per 100 pounds olf we t, including the milk, containers, and cart 4 i 1 0,000 pound 


Problems of shipment: When the first few loads of concentrated milk were 
shipped from Illinois to Key West, drivers found difficulty in keeping the tem- 
perature of the milk at 40° throughout the truck. Tests showed that although 
the temperature on the sides, front, and rear did not rise about 40°, the tempera- 
ture of the cartons located on the floor went to 46°. The 6-degree rise was caused 
by the intense heat ranging from 85 to 115° reflected from the road. A 1-inch 
insulation on the bottom of the truck was not enough to prevent heating but when 
the cartons were separated from the floor by a 4-inch airspace, the problem 
was solved. This 5- or 6-inch space around the sides and top of the truck per- 





7From statement of an executive of a chain of grocery stores in the Boston market in 
a letter dated August 21, 1951. 

8 The contract for the sale of concentrated milk from July to September 1951 between 
company X and the Navy was made on June 21, 1951, after bids had been submitted to the 
Navy. Some of the specific items included in this contract were: 

A. Milk fat—not less than 9.85 nor more than 10.5 percent, 
B. Total milk solids not less than 34.9 percent nor more than 
C. Bacterial estimates—not more than 30,000 per gram. 

PD. Quarts of milk to be packed in paper containers—20 quarts per case. 

E. Containers—sealed fiber VES shipping containers (5-gallon single service containers). 

F. Concentrated product shall be pasteurized by heat to 155° F. and held for 30 minutes 
or to 170° F. and held for 15 seconds. Pasteurized concentrated milk shall be homogenized 
in such a manner as to insure breakup of fat globules to prevent creaming. When recon- 
stituted with two volumes of distilled water, the product shall have a pleasant, fresh, 
pasteurized milk flavor. 

G. Volume contracted: 


37 percent 


BR a ree ee I ——— 
See RTD GE ea kidke iin cn enineeeneneus iat aaa dh iediaseie bei acaba 37, 425. 60 
alivety tT: 6. 0. Tae We dcancnscaceun ine Sciacca SE 


H. Minimum quantity to be approximately 5,000 quarts and 500 gallons bulk. 
I. Product to be loaded and delivered at approximately 40° F, 
J. Destination inspection included in terms of contract. 


$1153—54—pt. 3—3 
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mitted cold air to circulate to all parts of the truck, maintaining the milk at 40° 
or below. Four tests of temperature were made en route on each trip. 

During the first 7 trips, leakers averaged 9 per trip out of a total of 6,000 
quarts packaged in paper containers, about one-seventh of 1 percent. The highest 
number of leakers on one load was 40. Three of the seven loads had none at 
all. Reduction in the number of leakers was effected by putting a slightly 
heavier layer of paraffin on the containers. 

The contract provided for shipment of 20 quarts per case. Officials of company 
X believe that decreasing the number of quarts to 12 per case would help solve 
the leaker problem if it again confronts them. 

Consumer acceptance: Both Navy officials and company X report a high degree 
of acceptance of reconstituted concentrated milk at Key West. In the Navy 
mess the reconstituted product is made available in Norris dispensers and it is 
reported that sailors may take as many glasses as they want. Records are not 
availab'e of the amount consumed per person. 

Favorable reports from Boston and Key West coincide with tests made on an 
experimental basis. In October 1950, the National Dairy Products introduced con- 
centrated milk in Wilmington, Del. Before venturing they tested the product 
thoroughly both in the laboratory and in the home. One hundred Philadelphia 
families were supplied with concentrated milk during a 30-day period. They 
reported approval of its flavor, richness, convenience, versatility, and keeping 
qualities. Of family members questioned, 95.7 percent either said they could 
tell no difference or preferred concentrated milk. Only 2.9 percent preferred 
regular milk.” 

In April 1951, the University of Illinois conducted a taste test in which 33 
people expressed their opinions concerning the difference between regular homoge- 
nized milk and concentrated milk. More than half were able to distinguish recon- 
stituted milk from regular milk but they reported that the difference was very 
slight. Many preferred concentrated milk.” 

How long will concentrated milk keep? Various tests have shown that high- 
quality concentrated milk before reconstitution under uniformly cold refrigera- 
tion will keep for at least 2 weeks. Since only 2% days are required for shipping 
from Illinois to the most distant market on the Atlantic seaboard, the remaining 
111% days are ample for sale and distribution. When held at a low temperature, 
well-processed milk of high quality may keep even longer. On one submarine 
concentrate kept under refrigeration for 5 weeks was in good condition when 
reconstituted. Further experimentation will be necessary before the keeping 
time of this product can be predicted with certainty. 

What are the potential savings to consumers in the use of concentrated milk? 
The greatest opportunities for selling concentrated milk from the Midwest are 
in the South and East where prices of regular milk are high. Potential savings 
ranging from around 3 to 6 cents per quart of regular milk were found to be 
possible in 12 markets in these areas (fig. 1 and table 1). These computations 
were based upon a comparison of the Navy contract price for the milk plus 
processing, and costs of transportation with present wholesale prices charged by 
dealers for milk sold to stores. Larger savings would be possible if the milk 
sold were of a lower butterfat content than that prevailing in these markets. 

Major savings in home deliveries of milk would also be possible if deliveries 
were made once a week instead of every other day. Assuming a delivery cost of 
6 cents per quart, 9 quarts a week on an every-other-day basis would cost 54 
cents. Delivery of 3 quarts of concentrated milk at the same rate would cost 18 
cents. A shift to once-a-week delivery of concentrated milk would save 86 cents, 
or 4 cents per quart of regular milk. This saving would, of course, be offset by the 
concentrating cost of a little over 1 cent per quart.” 


® See footnote 1, p. 1237 

1” The results of this experiment are reported in the next article in this issue of Illinois 
Farm Economics 

“1 Tilinois Farm Economics, March-April 1951, p. 1134, table 1, footnoted. 
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Fic. 1.— ActuaL ANp PoTentIAL MARKETS FoR ILLINOIS CONCENTRATED MILK 
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Fic. 2. — DISTRIBUTION OF POPULATION AND MILK PRODUCTION, 
BY Recions, Unitep States, 1950 



















“ MIOWEST NORTHEAST 
Percent of total a pergentey 
Population 13.0 Population 295 j Bopulation 25:2 
Milk Production 11.3 Milk Production 51.7 





SOUTH 

Percent of tota 
Population 31.3 
Milk Production 20.2 











Source: United States Census of Population, Bureau of Agricultural Economics, 
USDA 
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Potential savings in the use of concentrated milk were discussed by the presi- 
dent of a large dairy chain as follows:” “The big savings will come when 
shipping costs are cut in the deliveries from the processing plants to the dis- 
tributing points and the various communities. And further savings will come 
when door-to-door milkmen have to make fewer trips, perhaps only one a week.” 

What about milk supplies and potential returns to producers? Midwestern 
States in 1950 had 30 percent of the population in the country and produced 52 
percent of the Nation’s milk (fig. 2). Extension of markets from the Midwest 
to milk-deficient areas of the South and East will bring higher returns to pro- 
ducers, permit lower prices to consumers, and tend to result in higher per capita 
sales. For example, the sale of concentrated milk in Florida has meant that 
during July to September 1951, 657,900 pounds of milk produced in the Chicago 
area were diverted from what would have been class IV to class I use. With the 
difference between class I and class IV price of $1.31 per 100 pounds, this single 
contract provided increased returns of $8,618 to farmers in the Chicago milkshed. 

Lower milk prices in southern and eastern markets are likely to increase per 
capita sales just as lower prices have increased them throughout Illinois in 
recent years.” Higher milk sales are particularly desirable in the Southern 
States where public health has been impaired because of inadequate diet 

Concerning the nutrition and health status of the South, Dr. Margaret G. Reid 
has stated: “Southern States have a relatively high proportion of families 
with low income and poor diets. In relative health standing all States of the 
South rank in the fourth or lowest quartile, except Oklahoma, Kentucky, and 
Florida which are in the third quartile.” ’ 

Although sales of milk in southern markets have increased in recent years, 
they are still materially lower than those in many of the midwestern markets 
Per capita sales in New Orleans, for example, increased from 0.50 pint daily 
in 1940 to 0.59 pint daily in 1950.° The 1950 figure, however, was less than 
three-fourths that for Chicago (0.81 pint daily),” and certainly far under the 
daily quart for children and pint for adults recommended by nutritionists 
Hence, expansion in the sales of low-cost concentrated milk in areas of high-cost 
milk is definitely in line with public interest. 

Will expanding sales of concentrated milk be permitted? Will expansion in 
sales of concentrated milk be permitted by local groups such as dealers, labor 
organizations, State-control agencies, producer groups, and public-health agencies? 

Although there are many institutional barriers still to be overcome, it seems 
to the author only a question of time before concentrated milk and other milk 
products shipped from low-cost areas will be accepted in most markets in the 
United States. 

Several recent Supreme Court decisions have favored the future of concentrated 
milk by breaking down trade barriers and making possible free intermarket 
shipments of milk. These include 7 State supreme court decisions, 3 in Illinois, 
and 1 each in Texas, Arkansas, Iowa, and Michigan.” More recently the case of 
the Dean Milk Co. versus the City of Madison drew a ruling from the United 
States Supreme Court in January 1951. 

Reduced to simple terms the essence of these decisions is: 

1. The city has authority to set up requirements dealing with flavor and 
cleanliness 

2. The city has no authority to regulate the area from which milk is 
secured or where bottled or pasteurized, so long as it conforms to quality 
requirements. 

3. A city has no authority to exact exorbitant fees which act as trade 
barriers. 





122 Wall Street Journal, May 17, 1951. 

1% With once-a-week delivery, each route driver conld handle 5 routes per 5-day week, 
instead of 2 routes on an every-other-dav basis for a 6-day week. 

4 T'inois Farm Economics, October-November 1950 

15 Food for the People. New York: John Wilev & Sons, Inc, 1943, n. 329 

1% Data obtained through the courtesy of the New Orleans Federal Milk Market Adminis- 
tration These data do not include skim milk, buttermilk, flavored and skim milk, and 
cream items reported in class I sales 

17 T1l'nois Farm Economies, July 1951. pp. 1189-1195 

4% The Tllinois decisions were reported in Tlinois Farm Economics, October-November 
1950 pp 1073-1084 The cases were Hiagins v. City of Galershurg (1948). City of Rock- 
i v. Heq (1948), and Dean Milk Company v. Waukegan (1949) The other cases were: 
Texas, City of Abilene v. Tennessee Dairies (19419): Arkansas, McClendon y. City of Hope 
(May 1950) ; Iowa, Miner v. City of Keokuk (August 1950) ; and Michigan, Grocery Co-op 
Dairy v. City of Grand Haven (1950). 








132 DAIRY INDUSTRY 


As long as we continue to live under a system of free competitive enterprise, 
a policy of intermarket shipments of concentrated milk seems fair to farmers, 
dealers, and labor. Both producers and dealers, however, agree that the people 
of the South and East must be protected by safeguards insuring the purity, 
flavor, and cleanliness of the milk they use. These safeguards may be in line 
with their own health standards. Dr. D. S. Robertson, director of milk sanita- 
tion of the city of San Antonio, Tex., has suggested the following requirements: 
(1) bacteria count not more than 200,000 in raw milk and not more than 30,000 
for pasteurized milk; (2) hemolytic count below 1,000; (3) acidity not over 
0.15; (4) good flavor; (5) temperature 50° or under; and (6) no adulteration. 

From the viewpoint of the public, expanded sales of concentrated milk will 
mean higher per capita sales of milk and consequently a higher national health 
rating. The producer, too, will benefit by the increased income from class I 
milk and the dealer will have a new and profitable product to sell. 


R. W. Bartiett. 


Exnuisit I-B 
ONcE-A-WEEK HoME DELIVERY OF FRESH CONCENTRATED MILK 
C. A. Iverson? 


Two years ago Professor Iverson was invited to a market milk clinie at Cin- 
cinnati, Ohio. There he was asked to judge 3 samples of milk, and he was sur- 
prised to find that reconstituted concentrate was the best of the 3. That stimu- 
lated work with concentrated milk at Ames, Iowa. 

Process: It is necessary to start with high-quality milk. The milk is pas- 
teurized, homogenized, put through the vacuum pan, and reduced to 3 to 1 con- 
centrate, and then pasteurized and homogenized a second time. 

In about 700 taste tests, about two-thirds of the people preferred the concen- 
trate to regular milk. 

Merchandising: In merchandising the product, it was decided to try to sell to 
farmers in order not to compete directly with local fluid-milk plants. The selling 
is done through a vendor who buys the product f. o. b. the plant. 

There was also the problem of how to sell. Interest in the product was stimu- 
lated by mixing soda pop with the fresh concentrate. 

Five routes, each for a different day, were established. This plan allowed 1 
day a week to catch up in case of bad weather. However, there has been only 1 
day so far that milk could not be delivered. 

The concentrated milk is delivered in a three-fourths ton truck with a specially 
designed magnesium body. The body itself weighs about 900 pounds, and the 
refrigeration unit about 600 pounds. The truck is designed to minimize road 
shocks and can be driven 60 miles an hour on open roads. The truck body has 
compartments for both ice cream and milk, with a capacity of 200 quarts of con- 
centrate in the milk compartment. The ice-cream compartment is accessible 
from either side, so it is easy to locate different flavors. 

The combination of ice-cream and concentrated-milk sales is considered essen- 
tial. On these routes ice cream makes up about 40 percent of the volume and 
concentrated milk 60 percent. Other dairy products are also sold in very limited 
amounts, 

The vendor can serve up to 70 or 80 customers per day: moreover he has time 
to promote sales. Professor Iverson feels that this emphasis on merchandising 
is important 

Average daily sales of concentrated milk total about 150 quarts. The vendor 
buys the concentrated milk at 48 cents a quart at the plant and now sells it for 
60 cents, which is equivalent to the prevailing price for regular milk in town. 
Thus the only saving to the consumer is that milk is delivered. Ice cream is sold 
at $1.60 a gallon at the plant. With operations at this level, the vendor has 
cleared in excess of $300 a month. 

The concentrated milk is made twice a week on a small scale. On this basis 
processing costs have amounted to about 3.6 cents per quart of concentrated 
milk, equivalent to 1.2 cents per quart of regular milk. If operations were on a 
larger scale, processing costs would probably be less than 1 cent per quart of 
milk equivalent 





1 Head, department of dairy industries, Iowa State College, Ames. 
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During most of 1952, Iowa farmers were feeling the effects of reduced income 
attributable to the poor 1951 corn crop. Despite this fact, sales of concentrated 
milk increased materially during the year, as is shown in the accompanying 
graph. Ice-cream sales, however, were no greater in the fall of 1952 than they 
had been in the fall of 1951. About one-third of the total quantity of ice cream 
has been sold in gallons, about two-fifths in quarts, and most of the rest in hal! 
gallons. In 1952 ice cream sales were heaviest in July, but were at two thirds of 
the July level in December. 

The only criticism of the concentrated milk has been that it “tastes too rich.” 
Some persons dilute it more than 2 to 1. 

On over 500 farms where it has been tried, only 1 case has been found where 
water influenced the taste of the reconstituted milk materially. 

Professor Tracy pointed out that the milk is pretty well buffered—it will absorb 
considerable taste without much effect. 

Among advantages of the concentrate are (1) it is compact for storage in the 
home refrigerator, (2) it is more easily digested by some people than regular 
milk, and (3) its multiple-use characteristic permits it to be used undiluted in 
coffee and mixed with the juices of cooked vegetables in creaming, thereby pre- 
serving their full nutritive value. 

Mr. Barrierr. I would like to read a little about one thing I re- 
ferred to under No. 6. It is on page 7 of this New Techniques and 
Products dealing with the school-lunch program. This is one of the 
suggestions as to how to increase sales of milk through schools. 

This is the last paragraph on page 7 of New Techniques and 
Products. 

In October 1951, there were 29,846,000 students enrolled in Ameri- 
can public schools. If, during school hours, each student drank one- 
half pint daily for 180 days, this would use 45 quarts of milk per 
student, or a total of 2,888,000,000 pounds of milk annually. Actually 
in the school year of 1951-52, consumption per student was only 12 
quarts, or only about one-fourth of the above estimate. Why? Bad 
quality? Warm milk? Too high price? Lack of electric refrigera- 
tion? Lack of vending machines? Lack of Norris dispensers? Com- 
petition with candies and sweet beverages? These and other factors 
might well be studied. 

Then going over to page 8: At its 88th annual meeting in May 1952, 
the executive council of the Illinois State Dental Association unani- 
mously adopted the following resolution: 

Whereas leading dental research workers and scientists have practically uni- 
versally reached the definite conclusion that the intake into the amount of 
refined sugars and foods made therefrom are the primary contributing cause 
of dental caries: and 

Whereas despite the great increase in dental-health education and more uni- 
versal dental care of our children, the caries rate steadily increases; and 

Whereas since we members of the dental profession should be, and are, the 
most interested group concerned in the control of dental caries and the improve- 
ment of dental health; and 

Whereas since in many, if not most, of our primary schools the pupils are 
allowed to purchase sugar-containing confections and beverages without any 
restrictions and with the implied approval of our school systems and school 
authorities: Therefore be it 

Resolved, That the Illilois State Dental Society go on record as condemning 
the sale of candies, gums, and sweetened beverages in all primary schools in 
the State of Illinois and favoring substituting therefor such sugar-free foods as 
nuts, potato chips, and milk. 

It seems to me they have made a real point. They have given a 
hand to this school milk program. 

The school-lunch program is to be studied by the dairy marketing 
specialists in the north-central region. There are good possibilities 
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of doubling or tripling per capita sales of milk in schools. Results of 
the regional study should be made available to congressional com- 
mittees and others as soon as they are released. It may be necessary 
to increase the funds for this program. 

‘| nere are three States—Mt higan, Ohio. and [llinois—which are 
going to take the lead in a study of this school-lunch program while 
several other States have ind ( ited their willingness to obtain informa- 
tion. ‘The purpose is to find out why some schools have a very high 
per capita sales and some have not. I think this is one of the avenues 
of quickest approach for increasing milk sales, since you can get a 
whole lot of org nized people who are interested. For example, the 
State superintendent of education in Illinois voluntarily asked the 
president of our largest dairy cooperative: “What can we do?” 





If we give hima program of what he ean do with the reasons why 
milk sales are low in some schools and high in other schools, then he 
can go ahead and get the cooperation of many groups to aid in Increas- 
Inge milk sales in schools. 

If there are no questions on that, I will go now to the No. 2 point 
on this. This refers to Illinois Farm Economics of June 1953, pages 


1484 to 1487. 

With your permission I would like to have that included as exhibit 
11, and I will read 2 or 3 points from this. 

Mr. ANpRESEN. That will be included in the record. 

(‘The information is as follows:) 


Iline Farm ] mics, June 1953, No. 216] 
INCREASED INCOMES AND I vr Sr Prices; THE Kry TO HicgHer Per CAPITA 
Mil SALES IN THE CHICAGO MARKET 


Milk sales in the Chieago market from 1902 to 1952 can be divided roughly into 
three periods 

1902-30: During most of this period the market was under the influence of a 
trade association monopoly which established store prices to consumers at the 
same level as prices for home-delivered milk. n contrast, consumers in New 
York during this same period could buy milk at stores in bulk at 4 to 5 cents a 
quart below the home-delivered bottled price 

1931-39: Between these dates the controls which had prevented low-priced 
store milk in Chicago were broker It is reported that the dairy chiefly respon 
l ed b A Capone 
1940-1952: Since 1940 there has been plenty of competition in Chicago, and 
the market has no legal trade barriers to prevent the sale of low-priced grade A 
milk... This situation is in sharp contrast to that in about three-fourths of the 
cities and villages in the United States which still have either a 1-cent store 
differential or charge as much for store milk as for home-delivered milk. This 
factor should be considered in attempting to analyze reasons for changes in 
per capita milk sales 

Some changes which have taken place in the Chicago market are: 

1. Per capita sales of milk increased from 0.60 pint daily in 1940 to 0.78 pint in 
1952, an increase of 30 percent In recent years, milk sales in Chicago have 
increased faster than in the United States (fig. 1), and in 1952 were only 4 percent 
less than in New Yor] 

2. The average price to consumers in 1952 was 22.6 cents per quart or 62 percent 
above that for 1929 (14 cents). The price per quart in gallons in 1952 averaged 


sible for this action w 


1 Federal Trade Commission Report : Chicago Sales Area (H. Doc. 451 (1936), p. 18) 

2The 12 States which stil! have consumer price fixing are Maine. New Hampshire, Rhode 
Island, Ve nt labama. Florida, Virginia, California, Montana, Oregon, New Jersey, and 
Pennerlvania Exaction of fixed consumer prices in these States has effectively curbed the 
competition of the gallon jug, such as exists in Chicago and Akron ; 
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only 42 percent above that for 1929, and in highly competitive areas was much 
lower. In contrast, prices of all foods in Chicago increased 81 percent during 
the same period 
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Fic. 1. INDEXES OF PER CAPITA SALES OF MILK, 
Cuicaco AND UnitTEp States, 1934-1952 


(Source: Federal Milk Market Administration and 
U. S. Department of Agriculture) 
3. In 1929 both the store price and home-delivered price were 14 cents per 
quart. By 1952, as a resuit of keen store competition, the price in gallon jugs 
iveraged 19.9 cents per quart (79.5 cents per gallon), or 2.7 cents less than the 


average price (22.6 cents) and 5.4 cents less than the home-delivered price of a 
single quart (25.5 cents). 
4. Keen store competition has resulted in passing on quickly to consumers the 


lower prices received by farmers. The class I price to farmers in May 10953 was 


2.7 cents per quart less than in November 1952, when the price per gallon in 
stores ranged from 16.5 cents to 21 cents per quart. By May 1953 the gallon 
price had been reduced to 14.25 cents per quart in some stores while the usual 
price at chain stores was 18.25 cents. Thus, the May 1953 gallon price was 


10.25 and 6.25 cents per quart respectively less than the price per single quart 
of home-delivered milk (24.5 cents). 

5. Store sales increased from 6 percent of total sales in 1930 to around 70 
percent in 1952, or about the same proportion as for New York. For the United 
States, store sales in 1952 were about 45 percent of to 






tal milk sales 
6. Sales in half gallons, paper and glass, increasesd from 18.7 percent of total 
sales in April 1946 to 36.9 percent in April 1955. The half-gallon paper con- 
tainer was first used in Chicago in the summer of 1949 Half-galton sales 
increased from 28.2 percent of total sales in April 1949 to 34.5 percent in April 
1950 (table 1). 


TABLE 1.—Distribution of milk sales in the Chieago market, by size of containers 
for April, Years 1946 to 1953 * 


1946 1947 | 1948 1919 | 1950 1951 52 | 1953 
1 f , 7 ga 16 5 ¢ 
Lal ) & QR 8 0 23.2 { ) ) 
( lo ll. f 11.7 1 ] 0 
Pir , i-quar 9 ha g 2 s g ] 6. 7 { 4.5 

; 

Total 1900.0 n 0 LOO. ¢ wool “ ” Mi Of 

| | | 
} i ' mh] he Chic adoved Milk Markat:A Patent 

1946 to 1948 for CI Federal Order 41 from 1 ter, July 19% atu for Chicago and ruburban areas 
for 1949 to 1952 from Reporter, May 1952. Orders 41 and 69 were combined on July 1, 19 Data for April 
105% fror lott f % ) f 4 Wr ¢ ( \ trator 


7. Sales in gallon jugs increased from 11.6 percent of total sales in April 
1946, to 21.9 percent in April 1952 and 25 percent in April 1955. Chicago now 
ranks second to Akron, Ohio, where it is reported that 50 percent of milk sales 
in 1952 was distributed in gallon jugs.° 


8 American Milk Review, November 1952, pp. 46—48. 
31153—54—pt. 3-4 
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8. Sales in paper containers in the United States increased from 4.8 percent of 
the total in 1940 to 38.5 percent in 1952. It is estimated that 40 percent of the 
milk sold in Chicago in 1952 was distributed in paper containers, or about the 
same as the national average 

9. Consumer income in Chicago increased from $607 per person from 1935-39 
to $1,758 in 1952, or nearly three times. When corrected for changes in purchas 
ing power, Chicago consumers in 1952 ha‘ $1.49 for each dollar in prewar years. 

Influence of retail milk prices and disposable income upon per capita sales 








of milk While it is generally agreed that consumer income affects per capita 
milk sales, a question frequently raised among students of dairy marketing 
is: “To what extent does price affect per capita sales?” With heavy surpluses 
now available all over the United States an accurate answer assumes increasing 


ago market between 1940 and 1952 in- 
retail milk prices (adjusted) and per capita dispesable 


income (adjusted) were the major factors affecting sales (table 2). The co 


sales in the Chica 





efficient of multiple correlat for this period with per capita sales lagged 
1 year as the dependent variable, and milk prices (adjusted) and disposable 
* Adjusted income 
was slightly more important than adjusted price in influencing changes in per 
capita sales of milk.° 

Similiar studies of other markets will be necessary to determine if the results 
for Chicago are true generally. If such studies substantiate these results several 
questions may well be raised 


incomes (adjusted) as the independent variables, was 0.989 


TABLE 2.—Per capita sales of milk, retail prices of milk, retail prices of all foods, 
disposable income, and consumers’ price index, Chicago, 1940-1952 











A verage 
etail price afl 
per Average I f fae pl eS Disposable ees 
tT rotaul price att ula a ee personal |Consumers Ce ne 
ile re I es) ol IK a‘l- persor 
Year ' f milk all f ' ee income price index ee 
K 7 ill food, isted for ; ' income 
re jua Ch , f per cay Ss ( hnicag » 
ig Ch : if pr oe Ch x per ¢ ‘pita, 
ll food, Chicago 
7 ‘4 
I Ce ( 8 } 
194 60F 0.89 06. 7 l $703 100.6 | $699 
1941 600 12. 49 106. 2 11.9 S40 105. 7 795 
1942 635 | 13. 55 122.9 11.0 IRS 116.3 S50 
194 70 15 36.0 11 1 @ 29 8 878 
1944 730 15. 09 135.0 11.2 1, 184 124.7 249 
1945 . 741 15.0 137.8 10.9 1, 244 127.3 977 
1946 . 770 7. 4 160. 1 10.9 4 138. 4 95 
1947 7¢ 19. 35 197. 5 8 1, 425 160.8 RSt 
1948 757 20. 81 215.2 9.7 1, 586 174.9 907 
1949 767 19, 3¢ 207.4 3 1, 483 174. 5 R5u 
1950 767 ). 31 209. 4 ). 2 1, 595 176.7 90 
1951 773 21.19 233 1 1, 707 190.6 ROH 
1952 tad 22. 62 237. 9.5 81, 758 195. { 902 
1 Computed from data of ¢ i Market Administrator, Order 41 Reporter; Order 69 Market News, 
and [ S Canc f} ofan 
I mates of wei ed aver prices t nsumer Data fron iid Milk Report, [Illinois 
Farm Economi July 1951, py SY ( i Federal Milk M ration; Pure Milk Asso- 
ciation: and specific distributors in the CI ) market 
?U. 8S. Bureau of Labor Statistics, Retail Prices of Foc 
4Column 24 led by column 3 
5 Il the t 





irvey of Current Businoss,’’ August 195% rend of bank debits 
{ 












for Illinois cities outside Che igo closely pairalle icago, per capita personal income for Illinois 
(less Federal ind inal income and fiduciary taxe re 1 

6 Bureau of Labor Statistics, Handbook of Ba Economics Statistics, March 1953 

7 Coh 1 5 divided by column ¢ 

§ Estimate based on 3 percent increase in Chicago bank debits per capital from 1951 to 1952. 


1. How can the method used in Chicago of quickly passing on to consumers the 
lower prices received by farmers be extended to milk markets generally? 

The standard error of estimate was 0.008 

5The Beta coefficient for per capita milk sales and adjnsted disposable income (other 
variable being held constant) was +-0.714 The Beta coefficient for per capita milk sales 
and adjusted retail milk prices (other variable held constant) was —0.528. 
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2. If class I prices are materially above their competitive level, what can be 
done to reduce them and to pass reductions on to consumers? 

3. What are the best ways to bring about price competition in markets which 
still charge as much for milk at stores as for home-delivered milk or have only a 
1-cent store differential? 

4. Are laws which fix consumer milk prices and which prevent efficient dis 
tributors from lowering them desirable from a public viewpoint? 

Positive answers to these questions are essential if per capita milk sales are 
to be increased to the amount recommended by nutritionists and if the dairy in- 
dustry is to stop the downward trend in per capita milk utilization since 1942.° 
With a forward-looking leadership in the dairy industry, the chances are good 
for bringing about the desired objective of higher per capita milk sales. 

R. W. Bart Lett. 

Mr. Barrierr. A few highlights of this article are: 

Sales of milk in gallon jugs now constitute 25 percent of total milk 
sales in the Chicago market. In May 1953, milk could be obtained at 
57 cents a gallon (14.25 cents per quart) in some parts of Chicago, 
while the usual chain store price was 18.25 cents per quart or 6.25 
cents less than the price per single quart of home-delivered milk 
(24.5 cents). 

In 1952, the price of milk in gallon jugs averaged 42 percent above 
the store price in 1929. This compared with an increase of 81 percent 
in the price of all foods in Chicago. 

I would like to add 1 or 2 more comments on that. The per capita 
sales of milk have increased faster in Chicago than in the United 
States. That is shown in figure 1, page 1485. 

Personally, I think that this increase in per capita sales of milk in 
Chicago faster than in the United States is directly related to this 
high degree of competition in the retail sales of milk in Chicago. Store 
sales increased from 6 percent of the total sales in 1930 to 70 percent 
in 1952. Seventy percent of all milk in Chicago now goes out through 
stores. 

Twenty-five percent of Chicago’s milk is sold in gallon jugs, which 
are very highly competitive. Thirty-seven percent of all milk in 
Chicago goes out in half gallons, which are also highly a 
About 10 percent of milk sales to Chicago consumers are bottled i 
paper containers. 

setween November 1952 and June 1953 lower class I prices have 
been reflected quickly in lower prices of milk sold in gallon jugs and 
in half gallons. To me that is a very important point. The farmers 
are much less worried when their price goes down if the consumer price 
goes down with it, but they do not like to have their price go down 
and the dealers’ margin widened. I think you will agree with me 
on this. 

Mr. Anpresen. Let me ask you this: Do you have a milk marketing 
authority in Chicago? 

Mr. Barrierr. A Federal milk order has been in Chicago since 
September 1939. 

Mr. Anpresen. Does that milk marketing authority regulate the 
price and the distribution of milk ? 

Mr. Bartierr. No. No Federal order in the United States has 
anything to do with consumer prices. 


In 1952 sales of milk in all forms in the United States was 743 pounds per person or 
11.5 percent less than in 1942 (839 pounds) 
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Mr. Anpresen. I mean the price to the producer. 

Mr. Bartierr. Prices to the producer they regulate. In Chicago 
the class J price since November 1935. has been tied directly to the 
manufacturing price. It has gone up and down month by month, 
with the manufacturing pri : 

In September 1939 the class I price was 31.99 per LOO pounds of 
3.5 milk. 

Mr. ANDRESEN. How much was that ? 

Mr. Barrierr. $1.99. 

Mr. ANDRESEN. $1.99. 

Mr. Bartverr. It went up to $5.28 in August of 1945. It went down 
to $3.70 in August 1949. It followed the condensery price up and 
then it followed it down. Then it has followed it wp again and 1s fol- 
lowing it down. This policy has resulted in acceptance by both pro- 
ducer and distributor groups in Chie: ago. 

The result of this flexible pricing method is that we have never had 
what I would call a monopolistic class I price — the Federal order 
has been in use In Ch cago. The class J pl ice has been kept within 
its competitive bounds. That is something which is not true in some 
other Federal orders. which I will discuss a bit later. To me that is 
the only sound thing to do: and Mr. Louterback, who was the man- 
ager of the Pure Milk Producers’ Association. agreed with me on that 
= 

The class ] price was tied to the condensery price between November 
1935 and August 1939 before the Federal order came into being. Then 
the Federal order adopted that pricing method in September 1939, 
and it has continued through to the present time with the addition 
of some minor changes as reeced, 

Mr. ANpresen. What is the class I price for the month of June? 

Mr. BarrTul i. ‘] he class | price 1n Chicago for the month ot June 
is not shown in the Reporte: for May 1953. The May price was 
SO.8O per hundred pounds of milk. 

Mr. ANpDRESEN. Was that for 3.5 milk? 

Mr. Bartuerr. Yes. 3.5 milk in the 70-mile zone. You see, what 
they do is this: They have premiums above the condensery or butter 
powder price, higher in one season than the other. The May and 
June price is 60 cents per 100 pounds of milk avove the butter powder 
or condensery price, whichever is higher. The premium from July 

November is $1.10 above these prices, Ir rom December Lo April 
it is 80 cents a hundred pounds. 

Then in addition, we have what we call the supply demand pre- 
mium. If the milk supply is too small the premium increases and 
if it 1s too I: arge the premium decreases, 

When the supply-demand premium was put into effect in July 
1951 the milk supply in relation to sales was short and it increased the 
price above these fixed premiums. In the past 5 months because of 
this abundant supply you referred to, Mr. Andresen, there has been 
TT dedi tion. In June the deduction was 12 cents below the 60 cents, 
or 48 cents above the butter powder price. In July it will be off 15 
cents, because the volume of production in relation to class I and 
class IT sales is s till ee 

So the essence of the Federal order program in Chicago has been 
to tie the class I prices to supply-and-demand conditions. This sup- 


ie 
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ply-demand prem m is based upon class I and II volume over the 
total milk re elpts. We have a constant which is 72. 

If the volume of class I and class IT sales is 72 percent of total 
milk receipts for the preceding 12 months, nothing added or sub- 
tracted in these three seasonal premiums: If sales fall below 72, for 
each percent that they fall below, 3 cents per LOO pounds is deducted. 
In July class I and II sales fell to 67 percent of milk receipts for the 


12 preceding months. We have a 12 months moving average; 72, the 
constant, minus 67 is 5 percent. Five times 0.03 is 15 cents; 15 cents 


is to be deducted from the July premium of 80 cents, which would 
make it 65 cents over the butter powder price for July. 

Under this Federal order in Chicago there is a very close relation 
ship to supply and demand conditions which does not exist in some 
other Federal orders which I will discuss a bit later. 

Mr. Anpresen. On the basis of $3.85 a hundred, that would be 
between 7 and 8 cents a quart, or about 8 cents a quart. 

Mr. Barrierr. Yes. In order to compare that price with other 
markets, since this is at the 70-mile zone, you have to add the country 
plant and transportation charge from the 70-mile zone to the city. 
That is about 40 cents a hundred pounds. 

Mr. Anpresen. Of course, the producer did not get that. 

Mr. Bartierr. No, that is true. 

Mr. ApernerHy. What is the retail price for a quart of milk 
Chicago? 

Mr. Barrierr. There are about 50 retail milk prices in Chicago. 

Mr. Abernetuy. 50 cents a quart? 

Mr. Bartiterr. No. There are about 50 retail prices. Chicago 
is a highly competitive market. Which price do you want? TI will 
give wa the lowest and the highest. 

Mr. Anerneruy. What does a quart of milk cost delivered to the 
door? 

Mr. Barrier. A single quart costs 241% cents. 

Mr. Anerneruy. 241% cents. 

Mr. Bartietr. The lowest price, and this was reported to me by the 
manager of the Pure Milk Association, in June was 57 cents a gallon, 
or 1414 cents a quart. 

Mr. Anernetuy. In other words, it costs 1614 cents to bottle and ice 
and deliver the milk ? 

Mr. Bartierr. No; because probably less than 5 percent is sold : 
that 2414 cents; 70 percent of all the milk in Chicago is sold aon 
stores today. 

Mr. Anernetuy. What does it sell for at the stores ? 

Mr. Bartierr. That is the information that I was giving you a 
moment ago, and I have included it here. The usual store price to- 
day—I am talking about chains, like the Jewel Tea, National Tea, 
A. and P.. Kroger, and so forth—— 

Mr. Apernetny. Yes. 

Mr. Bartirrr. Is 73 cents a gallon. That is 1814 cents a quart. 
Then there are other compet itive stores where it gets down to 57 cents 
a gallon. That is 1414 cents a quart. 

Mr. Anpresen. Are they really selling milk? 

Mr. Anernetuy. You are teaching me something. Can you tell me 
whether or not milk can be bought here at such a price? 
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Mr. Barrierr. There are very few places in the United States which 
have as low a price. The lowest price in the United States I know of 
is Akron, where about half the milk sold is in gallons at 52 cents in 
stores. You can buy milk there at 15 cents a quart. 

Mr. ANpbrRESEN. That is, a place in Ohio. 

Mr. Barrierr. That is Akron, Ohio. In Chicago 25 percent of the 
milk is sold in gallon jugs at low prices. In Akron about 50 percent 
is going in gallen jugs at 13 cents a quart. That price is lower than 
the lowest gallon price reported for Chicago, 14.25 cents. 

I am not advocating that the gallon-jug sales should necessarily be 
encouraged, but I am interested in the fact that consumers are getting 
a bargain on the gallon-jug price. This low price exists only in highly 
competitive markets. 

Mr. Averneruy. I do not want to be misunderstood. I am not in- 
quiring for the purpose of seeing who is getting rich and who is 
making money. I am not too familiar with this, as my friends here 
are. I just wanted to make some comparisons. 

Mr. Anpresen. You know, over a period of years I have received 
information that in the Chicago market some of the milk drivers were 
receiving as much as $15,000 a year. 

Mr. Barrierr. Yes, that is true, but only for a very few wholesale 
drivers, probably less than 5 percent. And it may be of interest to 
you to note that a few drivers in Washington also get over $12,000 a 
year. 

Mr. Anerneruy. In other words, it is better to deliver it than it is 
to produce it ? 

Mr. Bartrierr. For these drivers; yes. For most drivers that is not 
true. Of course, we are all interested in narrowing margins for dis- 
tributing milk. I want to discuss that a moment later, if you will 
hold that question. 

Mr. Anpresen. Yes, sir. 

Mr. Barrierr. That will come under No. 4. 

Mr. ANprESEN. You are speaking about grade A milk? 

Mr. Bartierr. I am talking about grade A milk; that is right. 

Mr. ANpreEsEN. Very well. 

Mr. Barrierr. Of course, when we discuss any one of these things 
it jumps over into one of the others. You cannot help it. We do not 
have to be entirely consistent. 

I have included these in six categories, and I have made specific 
comments concerning them under each category. With your permis- 
sion now I will go ahead with the second phase of this, and that is this 
question of the changing pattern of milk distribution, which is in- 
cluded in April 1, 1952, issue of Illinois Farm Economics, pages 1340 
to 1347. 

The essence of it is that we had this out-of-market milk supplied 
by vendors. A vendor is a person who buys milk at the platform of 
a dealer and then sells it where he wishes at the price that he wishes. 
We made a study of eight downstate Illinois markets. In March 1948, 
a vendor of the Dean Milk Co., located in the Chicago milkshed, came 
into Champaign-Urbana and began selling milk at 2 cents a quart be- 
low the regular store price. Up to this time the store price and the 
home-delivered price had been the same. 

This same type of outer-market distribution is now permeating all 
of Illinois. I might state parenthetically that we have just finished 
a study of 13 North Central States. This outer-market distribution 
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bottling it in one plant and distributiong it 100 or 200 miles from that 
plant, is general throughout all the North Central region. 

Mr. Anpresen. They are not within the milkshed ? 

Mr. Barrierr. They can be entirely outside the milkshed; that is 
right. The Dean Co. milk comes from Chemung, Chicago milkshed, 
to Champaign-Urbana, which is 165 miles south, every day. Milk from 
this same company is sold by a vendor in Dubuque, Iowa. This com- 
pany sells milk from its Chicago bottling plant in markets in four 
different States which are entirely outside the milkshed. 

Mr. Anpresen. Is one reason for that, Professor Bartlett, due to the 
fact that there has been a decrease in the production of butter ? 

Mr. Bartierr. I do not think there is any relation, Mr. Anderson, 
between butter sales and these out-of-the-market milk sales in the 
Chicago area. 

(Exhibit ILI, follows:) 


ExHIsirT III 
[Illinois Farm Economics, April 1952 
THE CHANGING PATTERN OF MILK DISTRIBUTION 


Until recent years, milk sold in most Illinois markets was produced within a 
milkshed adjacent to each market. Now, however, shipments of milk from a 
centrally located bottling plant may include markets as far away as 200 miles.’ 
Many of the larger markets in Illinois are receiving milk from sources outside 
their local milksheds. In Illinois, the expansion of intermarket shipments of 
inilk on a State basis began in 1948. In that year, the Dean Milk Co. of Chicago 
initiated a program of supplying milk in paper containers to many markets from 
their shipping point in Chicago. 

Since that time, there has been a very rapid development of intermarket ship- 
ments. In Champaign-Urbana alone, five companies from other markets now 
regularly furnish milk for stores. These include: Dean Milk and Borden of 
Chicago, the Producers’ Daily of Danville, Roszell from Peoria, and Beatrice 
Foods from Bloomington. 

In June 1951, 9 percent of sales of milk packaged in Chicago were made out- 
side the local marketing area.* Ordinarily, this milk would have been utilized 
as class IV milk (butter or cheese). Its inclusion in class I ment $1.02 per 100 
pounds more for Chicago producers, a total gain of $1,551,000 through outside 
market shipments. Because of increased per capita sules in most markets, this 
did not reduce sales of locally produced milk 

The growth of intermarket shipments of milk may be attributed to: (1) An 
ever-increasing mileage of improved roads; (2) the use of paper containers; 
(3) the lifting of legal barriers against intermarket shipments; and (4) the 
introduction of store prices 2 cents or more a quart below the home-delivered 
prices. 

Improved roads: In 1951, Illinois had 29,749 miles of concrete, macadam, or 
high-type surfaced roads, compared with 435 miles in 1918.2 In addition, gravel 
roads in many parts of the State are usable for trucking the year round. Im- 
proved roads have made possible the use of large refrigerated trucks capable 
of transporting high-quality milk for long distances. One truck used for hauling 
Illinois milk a distance of 1,700 miles to Florida, in 1951 had an average load 
of 8,000 quarts.‘ 

Increased use of paper containers: The use of paper containers for packaging 
milk has increased greatly since 1940. According to statistics assembled by 
the Pure-Pak division of the Ex-Cello Corp., 71 percent of the milk sold through 
out the United States by grocery stores in 1950 was packaged in paper containers, 
and 29 percent in glass bottles. Pure-Pak reported that in 1940 only 4.8 percent 
of all milk sold in villages and cities was packaged in paper containers. By 


1950, this percentage had increased to 31.2. Because of the use of paper con- 





1Prof. Edward H. Ward, of Montana State College, reports shipments of milk in paper 
— as far as 600 miles from the bottling plant in his State in letter dated February 

» 1952. 

2 Based upon audits of the Chicago Federal Milk Marketing Administration. 

* From Illinois Division of Highways in letter dated January 14, 1952. 

*Tllinois Farm Economics, October 1951, p. 1238. 

































44? DAIRY INDUSTRY 


tainers intermarket shipments of milk have increased through simplifying trans- 
portation problems and facilitating store sales of milk. As yet, only a very small 
ve e « k distributed to ho packaged in paper containers 
Leg ait : I Since milk is ghly per shable most cities have ordinances 
re I tis qu { Sanitary regulations, which were originally set up to 
ntrol quali il re recent years have been used in more and more markets 
de barrie to prevent shiy nts of milk from outside areas. This situa- 
S unique ce of some 2,000 items indled in a food store, milk is the only 
food sold in large quantities in the United States against which legal barriers 
have been created to prevent free intermarket shipments. These barriers have 
not been limited to one area or region, but have been found in markets scattered 
er the counti 


Illinois has taken the lead in breaking down these barriers. Three decisions of 
the Illinois Supreme Court have indicated that the city has no authority to regu- 
late the area from which milk is secured or where bottled or pasteurized so long 
as it conforms to quality requirement Decisions in four other States and a 

ing of the United States Supreme Court hold essentially the same viewpoint. 
The gr th of intermarket shipments throughout Illinois and in these other 
States is now established on a fi legal foundation It is likely, however, that 
further decisions of the United States Supreme Court will be necessary before 

roups become convinced of the legality of interstate shipments of packaged 
grade A and other high-quality milk. 


PER CAPITA MILK SALES INCREASE IN ILLINOIS MARKETS RECEIVING OUT-OF-AREA MILK 


Legal decisions, paper containers, and improved roads which paved the way for 
termarket shipments of milk throughout Dlinois, have changed the pattern 


of milk distribution within the State. Markets in southern Illinois, sometimes 
known as Little Ezypt, are now regularly supplied by five plants which distribute 
milk throughout most of this area. St. Louis and nearby dairies have broadened 


i as stated, dairies in Chicago 
nd central Illinois now regularly distribute milk to neighboring towns and 
cities. With this change in the pattern of milk distribution come certain ques 


stributing outlets to outlying markets, and 





t x 


tions: Of what value has this change been from the viewpoint of the public? 
From the viewpoint of farmers? 
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5The Illinois decisions were reported in Illinois Farm Economics, October-November 
1950, pp. 1073-1084 
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PARLE 1 Per capita sales of milk in 8 Tilinois markets, 1940, 1945 to 19507 
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Increased per capita consumption of milk aids in improving health since present 
consumption is materially below that recommended by nutritionists for an 
adequate diet. Data on per capita sales of milk available for eight Illinois cities 
indicate that intermarket shipments have been an important factor in increasing 
milk sales in these markets. From 1945 to 1949 per capita sales of milk in the 
8 markets increased 15 percent at the same time that those for the United States 
decreased 10 percent (table 1 and fig. 1). This increase in milk sales was 
directly associated with an increase in store sales resulting from the introduction 
of a store differential. 

In 1945 the store prices and the home-delivered prices in each of the eight 
markets were the same (table 2) By 1949 each of the eight markets had a store 
price 2 cents a quart below that of home-delivered milk Higher per ¢ apita sales 
increase returns to farmers since the price for class I milk is higher than for 
milk manufactured. While prices received for manufactured milk vary somewhat 
in different markets, cn the average producers would have received about $1 
per 100 pounds more if the entire volume had been sold as class I. 

Champaign-Urbana milk sales increase: The situation in Champaign-Urbana 
illustrates what has happened to the distribution pattern. One group of 10 
stores in this market each day now (1952) sell about 500 quarts of milk per store, 
most of which is received from Chicago. The bulk of this is sold in one-half 
gallon paper containers at 2% cents per quart less than the home-delivered price. 
A small volume is sold in single quarts at 2 cents a quart less than the price 
charged for home deliveries. The store differential was introduced in March 
1948 when out-of-area milk first came to the market 

In 1945 when these stores had the same price as that at homes, they sold 
an average of only about 25 quarts daily per store, or one-twentieth their present 
sales. Store sales in Champaign-Urbana then averaged 18 percent of all milk 
sold to consumers. By 1950 store sales had increased to 55 percent of total sales. 


TaBLe 2.—Prices paid by consumers at stores and at homes, 1940, 1945, and 
1949? 


[Cents per quart] 
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Increase in out-of-area shipments to the Champaign-Urbana market cause no 
loss in sales of local producers. In 1945 no outside shipments were received. 
By 1949 outside shipments to this market were about 17 percent of total ship- 
ments, and per capita sales were 23 percent higher than in 1945 (fig. 2). In 
fact, had per capita sales in Champaign-Urbana fallen fronr 1945 to 1949 as 
much as tuose in the United States, the price of milk to local producers would 
have been less than that received because of the higher proportion of their sales 
going to the low-priced classilication 

In 1950, per capita sales in Champaign-Urbana averaged 0.91 pint daily or 
12 percent above those for 1949 This increase in milk sales was directly 
associated with the introduction in 1949 of the one-half gallon container at a 
price 244 cents a quart below the home-delivered price. 

Danville ranked first in per capita sales: In 1940, Danville had the same per 
capita sales of milk as New York City (0.74 pint).”. New York was the highest 
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Fic. 2.— Per Capita SALEs oF MILK IN EIGHT ILLINoIs MARKETS, 
1940, 1945, anv 1949 


for all eastern markets while Danville ranked first for the Illinois markets. 
H'gh milk sales in Danville were directly associated with low prices charged 
for milk at milk depots in this market. 

Between 1934 and 1939, the usual depot price for milk in Danville was 8 
cents per quart or 4 quarts for 28 cents. Home-delivered milk was 10 cents per 
quart. Depot milk was highly publicized and people becamure aware of the price 
advantage. Many of them grew used to buying more milk and to buying it at 
depots. 

In 1949, Danville again ranked first in milk sales in the Illinois cities for which 
data were available. This resulted in part at least, from the introduction of 
intermarket shipments. In 1948, a Chicago dealer made arrangements with a 
Danville dealer to sell grade A milk through stores and to homes in Danville. 
This milk, packaged in paper containers, sold in stores for 2 cents less than 
home-delivered milk. The city of Danville sued the Chicago dealer. The case 
was eventually settled out of court and intermarket shipments of milk to Dan- 
ville continued. The publicity accompanying the suit increased the sales of milk. 

















USE OF GRADE A MILK INCREASES SALES 








Following the cessation of World War II, many of the markets in central 
Illinois introduced a program of selling only grade A milk. This took place in 
many markets about the same time that intermarket shipments and store differ- 
elt.als were initiated. Hence, it is impossible to determine exactly the relative 


iufluence of these two forces. 










CONSUMER INCOME ALSO A CAUSE FOR HIGHER SALES IN ILLINOIS MARKETS 


Consumer income along with price and introduction of grade A milk has been 
a factor causing increased sales of milk in the eight Illinois markets. From 
1940 to 1945, both consumer income and per capita sales rose in these markets 
and in the Nation (fig. 1). But, between 1945 and 1949, the picture changed. 





* Illinois Farm Economics, October--November 1950, p. 1076 
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Per capita sales in the Illinois markets continued to increase while those for the 
United States fell off sharply. 

The drop in national sales can be explained by the increasing competition which 
milk markets faced with automobiles, houses, and other consumer products. 
This same competition, however, existed in the eight Illinois markets, yet sales 
of milk went up. Between 1945 and 1949, consumer income increased in both 
the eight markets and in the United States. The rate of increase, however, was 
somewhat greater for the Tllinois markets than that for the country In 1949, 
per capita consumer .ncome in the United States was about 2% times that of 
prewar while that of the Illinois markets had increased to 2%4 times that of 
prewar. Hence, the increase in per capita sales in Illinois markets, when those 
for the United States were declining, may be attributed, in part, to the greater 
increase in consumer incomes in the eight markets 

In 1950, per capita sales of milk in both the Illinois markets and the Nation 
were above those of 1949, those for Illinois having risen faster than for the 
United States. Consumer income increased in the United States, but decreased 
somewhat in the eight markets. The increase in Illinois sales in 1950 was 
associated with increased store sales, particularly those in one-half gallon con- 
tainers, at reduced prices. 


LONG-DISTANCE SHIPMENTS OF MILK AND CREAM INCREASE 


During World War II, as well as in more recent years, milk shortages in many 
southern and eastern markets forced them to import milk from the surplus 
producing areas of the Midwest. According to the report of the Northeastern 
Dairy Conference of August 1950: “The most serious shortages occurred in the 
New Orleans market where class I sales in 1946 equaled 114 percent of the milk 
shed supply, and the 1943-48 average was close to 10 percent. Large quantities 
of “emergency” whole milk and reconstituted milk were needed to make up the 
deficit in the milkshed supply. Milk shortages also were severe in Philadelphia, 
St. Louis, and Kansas City markets, and large quantities of emergency milk 
were required. Annual fluid-milk sales in these markets averaged about 90 
percent of milkshed supplies during the 1948-48 period. Much lesser degrees 
of shortage were experienced * * * in the Boston market.” * 

In 1940, about 10 percent of the fluid cream receipts at the three markets of 
Boston, New York, and Philadelphia came from outside sources. The proportion 
increased to 51 percent in 1946 and declined to 16 percent in 1949. During 1050 
and 1951 cream continued to be shipped regularly to Boston and other markets. 
Large volumes of milk were also sent from surplus-producing areas to shortage 
markets, particularly in the shortage months of 1951. Many southern markets 
have issued licenses to dealers in Chicago, Minnesota, and Wisconsin permitting 
them to sell milk and cream in these markets. From October to December 1951, 
Chicago dealers sold about 42 million pounds of grade A milk in bulk to markets 
outside of the Chicago milkshed. 

Looking ahead, consideration may well be given to the following points: 

1. Intermarket and long-distance shipments of milk should be encouraged as 
they increase the availability and per capita sales of this product. 

2. Major attention should be centered upon breaking down trade barriers 
which now prevent the free flow of milk from some low-cost to high-cost 
producing areas, and upon preventing the initiation of new trade barriers. 

8. Continued efforts should be made to make sure that only high-quality 
milk and cream are made available for intermarket and long-distance shipments. 

R. W. Bartierr. 

Mr. Anpresen. The thought occurs to me that due to the fact that 
butter production has gone down about 800 million or 900 million 
pounds the farmer who ordinarily produces milk for butter purposes 
may be diverting that into fluid milk and going into these other 
markets where they can do better selling fluid milk. 

Mr. Barrierr. Of course, what you say is true, and would be par- 
ticularly true in butter-producing States such as Minnesota, Wiscon- 
sin, and Iowa. 


_7Dairy Production and Marketing in the Northeast 
Northeastern Dairy Conference, August 1950, p. 32 


, issued by the executive committee, 
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iF [linois we have gone dow} fron G1 per ent of our milk sold as 
cream in 1909 to 41 percent in 1949. I am following your reasoning, 
Illinois milk is being diverted to market-milk purposes by this out- 
of-market shipment, but I do not think it has any relation to lower 
butter sales. In Chicago it comes down because we have Paper con- 
tainers, refrigeration, and good roads. and the fact that the retail 
prices and distributors’ margins in many of these smaller markets have 
been too darned high. On the other h und, I would ngree with you, 
that loss in butter sales has probably encouraged outer-market sales 
in Minnesota. 

Mr. Anpresen. These sales were made at 2 cents a quart less outside 
of the milkshed. Was that a distribution through stores or was it to 
the homes? 

Mr. Barrierr. Primarily through stores. Store sales in the United 
States now amount to about 45 percent of all sales. I estimate that 
10 years from now store sales will probably be about 60 percent. 
Store distribution of milk is one of the best ways to break down a 
low al monopoly W hich exacts W ide margins. 

In Chicago 70 percent of all milk sold is through stores. In New 
York it is 70 percent, and about the same in Los Angeles and San 
Francisco. We have several large cities where they have had a 
large proportion of sales through stores for a long time. 

Store sales are now gradually spreading to the smaller markets, 
I would hke to make one more point w ith regard to the eloht smaller 
markets in Dhinois (exhibit ITI). From 1945 to 1949 the per capita 
sales in these elght markets, where we had the introduction of this 
out-of-market milk and lower prices, increased 15 percent, during 
the same perlod when per capita sales in the United States decreased 
10 percent, To me that is a slenifieant fact. That goes right along 
with the increased per capita sales in the Chicago market resulting 
trom competition of store sales, the ceallon jug, and the paper con- 
tainer. If we can get competition across the country we can sell 
a lot more milk. The places where they have vigorous competition 
are selling more milk. 

Mr. Gotpen. May I ask a question ¢ 

Mr. Anpresen. Mr. Golden. 

Mr. Gotpen. What do you think builds up these trade barriers you 
feel should be overcome? What builds those things up? 

Mr. Barrierr. Well, human nature. Every vested interest tries to 
get a monopoly. Historically you can read that as far back as there 
is written material. 

Mr. Gouipen. In other words, is it based on city ordinances ? 

Mr. Barriert. City ordinances, together with other monopolies, 
including the legalized monopoly of States fixing consumer prices 
(see footnote 2 of exhibit I] ). dealers’ trade association monopolies, 
and the use of Federal milk orders to fix the class ] price ata monopoly 
level. Any market which has no store differential or only a l-cent 
differential, is probably under some type of monopoly control. I 
would say that three-fourths of the cities and villages in the United 
States have trade association or legalized monopolies today. The 
store price 1n these places is either the same or not more than 1 cent 
below the home-delivered price. We have 12 States which still have 
consumer price fixing. To me consumer price fixing is a very per- 
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nicious thing, since its basic purpose is to freeze dealers’ handling 
margins at a high le vel, and keep deale 's tree Trom price compet 
tion. We had 25 States that had consumer price fixing, and 13 of 
them threw it out. [am looking to the day when the other 12 will 
eliminate this type of control, which is definitely against publ 
interest, 
To take a loc: al example, the State control commission in Virg 

allow stores in Virginia only a 1-cent store differential. Consumers in 


Washington, D. C., can bi iy milk at 3 cents a quart less at stores than 
on home-delivered routes and oe n tly the differential has been 314 


cents a quart. Consumer price fixing in Virginia constitutes a trade 
barrier which is definitely agalnst public interest, and } also against 
oe ee farmers generally since exaction of monopoly store prices 
tends » lowel per capita sales of milk. (See exhibits II and ILI, 


pp. (34 oa t41.) 

Mr. Gol DEN. Do they operate with the idea of fixing certaln stand- 
ards which the group Can comply with, vhich the producers outside 
cannot comply with? 

Mr. Barrierr. Yes, that is one of the techniques. Of course, it will 
depend upon the group you are talking about at a particular time. 

For example, milk from Washington, D. C., is sold regularly to 
stores in Richmond, Va. Virginia will not permit milk received from 
Washington producers to be sold in Richmond. Rather it must be 
milk originating from producers in the Richmond milkshed. This 
constitutes a type of trade barrier which is found in most States hav- 
Ing consumer price fixing as well as in many States that do not have 


this type of legalized monopoly. It is a pernicious type of control 
which, os to the recent report of the National Research Coun 
il, has little, if any, validity when based upon scientific analysis of 


the factors he ° influe nce the qui ali ity of milk, 

Now, we are getting this outermarket distribution, which is bring- 
ing down some « if these barriers little by little; but there is a tremen- 
dous effort to prevent that. 

Let us gel down to a case where one can see the thing more clearly 
When the vendor of the Dean Milk Co. came into Champaign-Urbana 
there was es ll to pay. The loeal dealers did not lke to have the out 
side milk coming in. They did everything in their power to prevent 
them from se ‘ling milk. He came in the re and soli | ( Yhies ago gr: ade A 
milk at 2 cents a quart cheaper, and the customers did not object. 
The dealers did not stop him and he became a recognized factor in 
the market. Today this vendor daily is ship yping about 17,000 quarts 
of milk from Chicago that come to Chi umpaign-Urbana from the Dean 
Milk Co., and is being distributed within a radius of 50 miles of 
Champaign-Urbana. 

This resistance to outside competition is the type of trade associa- 
tion monopoly I referred to, when three or four distributors try to 
stop the decrease in margins from outside competition. I think that 
probably this same eine exists pretty much across the country. 

I have testified in Portland, Oreg., and Philadelphia and Allen- 
town, Pa., and so forth, and in practically every place you run up 
against the same thing. In April 1953 I was in Vancouver, British 
Columbia, and appeared on this same problem. There, as in this coun- 
try, they have tried to prevent the margin from being squeezed down. 
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Mr. Gotpen. From your study of this very difficult problem, have 
you concluded that these trade barriers are injurious to the producers 
and also injurious to the consuming public? 

Mr. Barrierr. Yes; very much so. 

Mr. Anpresen. Have you studied the situation in the District of 
Columbia ? 

Mr. Bartierr. I have read some of the newspaper reports. I think 
getting down to specifics that probably the class I price in this market 
has been too high in recent years, higher than it would be under com- 
petition. I think that is one thing that has to be broken. Particu- 
larly along the eastern seaboard is where we have class I prices that 
have been very much out of line. I have some references specifically 
to the New York market, which I am going to bring in as evidence in 
just a few minutes. 

I wanted to clear up the point with regard to the per c apita sales 
under this point. The introduction of store pr ices in these ms irkets, 
these eight downstate Illinois markets and Chicago, has resulted in 
an increase in per capita sales when per capita sales were declining 
in the United States generally. 

Mr. Anpresen. Of course, in the District of Columbia they have 
what they call a closed shop, with no milk marketing order. 

Mr. Bartierr. Yes. 

Mr. Anpresen. It is very difficult to get milk into this area, unless 
there is an inspection of the dairy and the quality of the milk, and all 
of that. before it comes in. 

Mr. Barrietr. Yes. This is a situation similar to that in Virginia 
and numerous other markets. 

Mr. Anpresen. Even though they do inspect it they can still stop 
it from coming in. 

Mr. Bartierr. That thing is very pernicious, and eventually it will 
be broken down. One may logically raise the question: Why should 
milk be the only agricultural commodity which has a trade barrier in 
the District of Columbia ? 

Mr. Anernetiy. Will the chairman yield? 

Mr. Anpresen. Yes. 

Mr. Anernetuy. Does that system prevail in other cities of the 
country ? 

Mr. Barrier. Yes, sir; in many other cities. 

Mr. Anernetny. As the chairman has described, this closed shop is 
effected through the means of local inspection. 

Mr. Bartierr. That is one technique which is used to create the 
barrier. 

Maybe at this point I could put something in specifically concerning 
the New York market, which will bear directly on this point, and then 
we can go on from that. 

Mr. Anrernetuy. Let me ask you a question right there. 

Mr. Barttierr. All right. 

Mr. Anrrnetuy. You testified particularly as to the city of 
Chicago. Do they have the same system there? 

Mr. Bartiett. Chicago is located in the heart of a surplus produc- 
ing area of the United States. Wisconsin produces about 15 or 16 
billion pounds of milk. Chicago does not limit the supply. They 
permit any producers to come in, anyone who meets the grade A re- 
quirements, to come on the market. 
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Mr. Anerneruy. There is no inspection by the city health depart- 
ment ¢ 

Mr. Bartierr. Every grade A producer in the city of Chicago has 
to have a grade A permit; 23,000 producers have 23,000 permits. 

Mr. Anernetuy. They will go out to inspect the dairies? 

Mr. Barrierr. They will go out to inspect the dairies. Any pro- 
ducer who meets the grade A requirements can get on the market. 

Mr. Anpresen. He must be inspected first / 

Mr. Bartierr. Before he can get on the market he has to have a 
permit. Also, every dealer has to have a grade A permit. 

Mr. Anpresen. As long as we are on that subject, let me ask you a 
question. 

Mr. Barrierr. Go ahead. 

Mr. Anpresen. Your local authorities in Chicago have set up these 
specifications for milk? 

Mr. Barrierr. That is right, but it is based upon the so-called 
United States standard milk ordinance. 

Mr. Anpresen. The same is true in the District of Columbia and 
all over the country. What do you have to propose in lieu of local 
inspection, thinking about having. something which is a national 
standard on the quality of milk ? 

Mr. Bartierr. That is a good question, Mr. Andresen. I am not 
a dairy technologist, but Iam an economist. If I were going to work 
on this problem from the viewpoint of a national basis I would cer- 
tainly look into the report of this National Research Council which 
came out recently, in which they made a very detailed study of this 
question in, I believe, eight markets. They include Birmingham, 
Boston, and Sacramento, I think there were eight markets where 
they made a very detailed study. 

They came out with specific recommendations as to what require- 
ments are necessary and those which are not necessary. I certainly 
would use that as a foundation to my approach to this problem. 
That just came out within 2 or 3 months. 

Mr. ANDRESEN. Do you know if that document is available? 

Mr. Bartierr. That document is available. It is a printed form. 

Mr. Anpresen. Mr. Wilcox says he has a copy of it. 

Mr. Bartietr. I would say, just to get at the principle of the thing, 
that the essence of that report is this: Many of these farm require- 
ments of inspection are not necessary. Platform inspection of qual- 
ity, including sediment, flavor, bacteria count and so forth, is desirable. 
Many of the farm inspections are just superfluous and have no con- 
nection whatsoever with quality. It is on the basis of these technical- 
ities that many municipalities have tended to keep producers out. 

Mr. Anpresen. Do you think that the Public Health Service could 
set up a uniform national standard for milk to supplant these local 
regulations ¢ 

Mr. Barrierr. I think maybe we have arrived at a point when we 
should give serious consideration to that. Hundreds of municipal 
ordinances have given local groups far too much authority. Possibly 
a Federal act could segregate requirements that are necessary from 
those which are not, and permit a continuation of enforcement of 
necessary requirements by local municipalities. Possibly all we need 
to break down inspection barriers is one or two more decisions by the 
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United Stat Supreme ourt similar to that in the Dean Co. v. Madi 


May I introduce my discussion dealing with this specifically? I 
have some material de iling with this for New York. 

\J \NDRESEN. Yes, sir. 

Mr. Barrierr. Another point covered under No, 3 of exhibit I is 
the poss yle expansion of milk ale by the use of vending machines. 

May I include an article entitled, “Milk Vending Machines” from 
Illinois Farm Economics of November-December 1951, pages 1249 to 
1255, as exhibit IIJT—A. 


(The information is as follows:) 


Merchandising milk through ve ing machines in factories, service companies, 
offices, and schools presents a profitable sales outlet for dairy companies. Some 
have already purchased machines. Others are interested in learning what ma 
chines to buy, where to place them advantageously, and how to service them. In 
the interests of future owners, 10 Illinois dairy companies owning and operating 
machines were interviewed during the months of June, July, and August 1951. 

Che tield was found open both to the small and the large dairies. One dairy 
W erating gle mat t nother had 90 machines. The average was 22 
| d 

The machines were alike in being designed to dispense only packaged milk. 
They differed in operatio One hundred and nineteen were automatic, requiring 


only the insertion of a coin; the others, 103, were of the manual type with a lever 


small door 





Manual machines are relative expensive ($200 to $500 depending upon the 

brand nd the e) Mechat a mple, their maintenance cost is low They 

re t when placed in ser npanies * or department stores where 

speed of service not important, they have proved to be dependable and 
‘ 

‘ es of the same capacity are twice as expensive as manual 

hey serve many customers in a short time \ dairy owner is 

esting in al utomatie mia e if he can place it where there 

nt sales In a factory, for example, when the midmorning and 

on “breal free crowds of thirsty workers, automatic machines 

Ximately five times as many customers in a given time as manual 

TABLE 1 Number of machines per dairy 

N f Number of 

Dairy No va Dairy No.—Continued machines | 

| QO 7 : 8 

9 35 Ss 6 

3 30 g 4 


10 1 








6 Ss Total a on 


» 






air Rw nerat 
‘ ; i 


Capacity of vending machines: The machines differed in capacity, most of 
those studied ranging from 84 to 140 units The capacity by size of container 
is shown in table 2. Dairy owners reported that they found it most economical 
to operate machines with capacity slightly in excess of their maximum daily sales. 
When forced to use smaller machines, they either serviced them more often or 


installed auxiliary machines. 






Companies where repair service is available, that is, garages and publie utility 
companies P 
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Maintenance: Any operator expects that his vending machines, no matter how 
well constructed and cared for, will break down occasionally. He may find 
that he has to watch the coin mechanism for signs of trouble. The bottle dispens 
ing unit is also subject to breakdown, and experienced operators say it is wise 
to keep on hand the small pins and springs needed for repairing it 

Most manufacturers are very ready to service the machines they sell. If they 
are located at a distance, however, they cannot give immediate service. Conse- 
quently, many dairies have preferred to buy machines locally manufactured 

Dairy managers operating many machines said that they had employees espe 
cially trained by their vendor manufacturing company to keep their machines 
in running order. These men were usually either refrigeration repairmen or 
general repairmen, Since they understood the mechanism of the vend ng ma 
chines and knew where to look for wear, they often replaced parts before any 
breakdown actually occurred. When they were not able to forestall trouble, 
they repaired machines rapidly and prevented their being kept out of service 

Small dairies have at least one employee who is mechanically inclined. He 
can be trained to make small repairs. 


TABLE 2.—Capacity of vending machines 


= i, Additiona 
t ¢ 
Pape { 
84-14 
1 1 s4 149 
S 84-140 
Gl 
84 x 1 
bg qual 62 9 
Pint 6-1 62 


Form and size of the unit sold: Operators serviced their machines with either 
glass or paper containers according to the custom of their dairy. Paper was 
preferred. The size of the unit varied: one-half pint, one-third quart, and 1 
pint. The one-third quart was the most popular unit. Seven-eighths of all the 
machines studied dispensed this size (table 3). 

Price per unit: All dairies agreed in charging 10 cents for a one-third quart 
container and 15 cents for a pint. Two companies owned machines which dis- 
pensed one-half pints at 7 cents per unit. 

When vending machine prices are in multiples of 5 cents, the coin mechanisms 
are comparatively simple and the machines less likely to get out of order. 

Location requirements: When placing machines, dairy companies considered 
the type of activity in the location, the employee income level, the accessibility of 
the machines, the number of “break” periods in factories and offices, and the sex 
of the workers. If the industry was seasonal, they also inquired when the cus- 
tomer potential was high and when low. 


TABLE 3 Vumber of machines by size of container 


Number of 





Size of unit: machines 
Ii, pint ad a men ena wha ebencbenaieinds 20 

i quart ected 
Pint , ba Ginintcal ies Seebhagaecbekasaraneieees 8 
Total hia yaaa coins na aoe 


This study showed that dairy companies prefer factory locations. Of 222 
machines, 175 or about four-fifths were in factories (table 4). Most companies, 
before deciding to install a machine, looked for a factory with at least 100 
employees. A few insisted on 300. In choosing where to place the machines 
within the factory, the vending operator generally sought the cooperation of the 
management representative. Together they looked for a sanitary, attractive 
spot, accessible to a large number of patrons and yet so located as not to obstruct 
the flow of traffic. 


$1153—54—pt. 3 6 
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Experienced operators say that a good general rule is that any place attracting 
people is worth investigating as a possible site for a machine. 

Percentage-paid location: Most dairy companies worked through the factory 
unions when wishing to install machines. Although they talked up the health 
angle, they also offered the union commission on gross receipts, usually 10 per- 
cent This arrangement sometimes swelled the union athletic or flower fund by 
as much as $75 or $90 per month, but it also helped the dairy by preventing rival 
companies from installing machines and by insuring regular patronage. 

Regular servicing needed: The greater number of machines in this study were 
service by wholesale route men. A few of the smaller dairies, however, used 
retail route men 

In all cases, the purpose of servicing was to insure a supply of fresh milk for 
the customers his meant that the machines had to be serviced once or twice a 
day In some machines, the method of refilling was such that the old milk was 
automatically sold first. In others the delivery man had to move the old milk 
into a new position. When the machines contained storage space, the employee 
in charge of the machine had a key and could refill the machine from the reserve. 

Although the time required for servicing was usually not more than 15 to 20 
minutes each day, additional time was needed for keeping the machines sanitary. 
At least once, sometimes twice, during the week, servicemen cleaned both the 
outside and the inside of the machines. They found that one of the best ways 
to keep the machines fresh was to wash them with a solution containing a drop 
of wintergreen. 

A dairy operator is wise to consult the local health authorities before purchas- 
ing and installing vending machines. He will find that many health departments 
prohibit certain types of machines such as bulk vendors. 

Since vending machines serve a permanent and special group of patrons, the 
milk sold should be of the highest quality. 


TABLE 4.—Location of machines in study 


Number of 





Location : machines 
Factories : ase 
Department stores i ich wh aceite ive oeaiaaasiaaieia 15 
Service companies sh aieieas =a 
Gas stations , — ee 
Schools E a an 2 
Other - a PP ee 5 

Total eeiiioancs ema 


Kind of milk sold: Most dairies in this study used only chocolate and white 
milk in their machines. The ratio of two-thirds chocolate to one-third white 
was the same as that reported in other studies on vending machines.’ In addition 
a few dairies sold buttermilk or orange drink. 

The purchaser of a vending machine should consider the tastes of his customers 
and remember that they may demand more than one kind of milk. Some 
machines can dispense only 1 product; other are capable of selling as many 
8. Those which offer a selection may be geared to sell all items at one price 
or at varying prices. 

If too many items of limited popularity are offered, the operator may find that 
some of them remain unsold and clutter the machine. Another difficulty pointed 
out by Ramstad and Holland is that the time people required in making a decision 
when confronted with a variety to choose from may prevent others from patroniz- 
ing the machine.’ 

Minimum volume necessary to meet expenses: Although it is impossible to 
determine exactly the number of sales an automatic machine must make daily 
to meet all expenses, a fairly accurate estimate is 70 units (table 5). Sinee both 
the initial cost and the servicing of such a machine run high, anyone investing 
should know approximately what daily volume he can expect for each machine. 
He will amortize his machine, perhaps over a period of 4 years, at the end of 
which time it may or may not be obsolete. His labor bills are even higher than 
the cost of his machine. Ramstad and Holland in their study conclude that, 


as 











2A. FE. Yahalem, Plus Profits in Milk Vending, American Milk Review, April 1951. 
eR = Holland and P. E. Ramstad, Selecting Vending Machines, American Milk Review 
July 1951 ' 
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“during the lifetime of a vending machine labor coses equal to several times 
the original cost of the equipment may be expended in servicing, maintaining, 
and cleaning it.” * 


TABLE 5.—Comparative returns from milk dispensed through vending machines 
and milk sold wholesale by dairies 


ve , W holesa 
Ur ? ly ae 17) 
I e pert rt $1). 1K 2 $0. 06 
Gross returns px t $7 $4. 20 
Approximate number of working days per year... | 26 255 
Total returns per year $1, 78 $1, 071 
' 
1 Deal sti icl i 1 this volu ¢ t eet expen 
ae it ( t irant snd o 
TABLE 6.—Average daily volume of 25 machines owned by 2 companies 
Number of 
Volume: machines 
I ea de Ay Be ht Jat Le ae v 6 
I Ns cakes ceeas al i di th as Ghd asic a a heptane ihca Caledsasasohoaked seaside veoh icmmnntntieaie 9 
201-800 s b ; 6 
301—over 4 





If one assumes a volume of 70 units daily, the gross return per year to a dairy 
plant from a vending machine is $1,785. The gross return from the same volume 
of milk sold wholesale from a plant would be $1,071 (table 5). The difference is 
$714. -After subtracting an estimated depreciation charge of $200, the operator 
has approximately $500 for servicing, maintaining, and cleaning the machine. 
Some operators will need this sum to cover running expenses. Others who 
are especially efficient will show a profit on a volume of 70 units per day. 

In this study complete data on 25 machines owned and operated by 2 dairies 
were collected (table 6). All machines were located in factories employing over 
300 people; 6 machines dispensed 100 units per day or less; 4 dispensed over 300. 
Assuming a midpoint in range, the average daily volume of all these machines 
was 180 units per day. In view of their own estimated break even of 70 units per 
day, it is apparent that these companies were finding the majority of their 25 
machines very profitable. It is estimated that the average daily volume of the 


»> 


222 machines was 120 units per day, or considerably over the break-even point. 


The daily volume of the machine dispensing the largest number of units for 
each of 10 companies ranged from less than 100 to over 300 (table 7). 

TABLE 7.—Average daily volume of highest volume machine owned by each of 

10 companies 

Number of 

Volume per day: machines 

a Ses a ee elena neh iit nina a i 2 

DI ea a sniitaiadedbisi aiedlaneeiaitis atau tic nicteta crashed 4 

ST INI Solon a ht than sn et ean rake SCR aa a ickdeaaanitiees 1 

301—over . 3 


Summary: Before World War II many dairies purchased milk-vending ma- 
chines hoping for the quick and easy profits they saw made from machines dis- 
pensing products other than milk. Their ventures often failed, not because the 
idea behind milk vending was an impractical one, but because their equipment 
was poor, their operating methods inefficient, and their knowledge of the business 
inadequate. 

During the war, however, when Government authorities placed emphasis on 
the dietary value of milk, both dairy and vendor manufacturing companies felt 
a renewed interest in milk vending. The manufacturers put out better machines 
and the dairy companies installed them in factories and munition plants, espe- 
cially in those where fumes from smoke made it necessary that milk be available 
to combat ill effects to health from these hazards. 


*Ibid., p. 36 
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Careful investigation has shown that large volume sales may be made through 
vending raachines, and that these sales may be profitable. Any interested dairy, 
large or small, may do well to invest in one or more machines providing the 
management chooses the right machines, locates them with care, and sees that 
they are well serviced. 

Vending machines benefit the public as well as the companies owning them. 
They tend to increase milk sales and improve the health of the people 


G. C. KLEIMAN and R. W. BARTLETT. 





Mr. Bartrierr. At this time I would like to submit for an exhibit 
the material on Principles and Practices of Pricing Market Milk. 
(Exhibit IV.) 

I have included in here a discussion of the law of comparative 
advantage, the essence of which is that milk should be produced in 
the areas where the costs of getting it produced plus the transport costs 
are the lowest. 

This also includes the prini iples of classified pric ing’ of milk based 
upon its utilization in different products; the practice of classified 
pricing of milk in Wisconsin: the essence of that is that milk his- 
torically has been priced on a classified basis with market milk priced 
hichest, evaporated milk next, cheese the next and butter the lowest. 

The fourth discussion is the application of classified pricing of 
milk to the Federal order program. Under this I would like to in- 
clude as exhibit V, pages 739 to 743. of Illinois Farm Economics, 
October 1948. Fifth is the abuse of classified pricing under a Federal 
order. That gets into directly the point we are discussing now, and 
also gets into the question of the use of the Federal order as a trade 
barrier and the use of health department requirements as a trade 
barrier, both of which I have evidence on concerning New York City. 

(The information is as follows:) 


Exnuripit IV 
PRINCIPLES AND PRACTICES OF PRICING MARKET MILK 
R. W. Bartlett? 


I. THE LAW OF COMPARATIVE ADVANTAGE AS APPLIED TO MARKET MILK AND CREAM? 
1. Both milk and cream for any market should be produced in areas where 

costs of getting milk produced plus transport costs are the lowest. If Minne- | 

sota farmers can produce high-quality milk and transport it to Florida or Texas 

cheaper than it can be produced in these States, it should be produced in 

Minnesota. From a public viewpoint, consumers are interested in getting high- 

quality products at reasonable prices. Furthermore, an underlying basis for 

the high standards of living in the United States has been the application of 

the “law of comparative advantage,” wherein goods are produced in low-cost 

areas. Michigan and New York produce large quantities of apples, but no 

oranges ; most of our oranges are produced in California and Florida, where the 

natural advantage of climate results in low-cost orange production. 
The Corn Belt States produce the bulk of concentrated feedstuffs used in 

both the Midwestern and Eastern States. For years my father bought rations 

for feeding dairy cattle on his Vermont farm which were mixed in Buffalo, but 

most of the ingredients originated in the Midwest areas. His Vermont farm 

could economically produce enough pasture and hay, but it was cheaper for him 

to buy most of his concentrates than to produce them. Milk producers located 


1 Professor, department of agricultural economics, College of Agriculture, University of 
Mlinois, Urbana, Ill ; 

?From Principles for Pricing Market Milk (Bartlett), Illinois Farm Economics, October 
1948, pp. 740-741 
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in eastern milksheds have a natural advantage of location as compared with 
milk producers located in the surplus-producing areas of the Midwest. There 
are, however, definite limits to this natural advantage, particularly in the 
sale of cream. 

Cream can be shipped long distances at relatively low costs. Costs for hauling 
cream are about one-tenth of those for hauling market milk. Much cream is still 
being separated from market milk in several eastern markets. In New York 
City, for example, a major part of the cream used is obtained from milk produced 
in the New York milkshed. As a long-time program, it is good economics for 


eastern markets to use as market milk as large a proportion o: its total produc 
tion as possible and to make up shortages with shipments of cream from the 
surplus producing areas of the Midwest In some markets this will necessitate 


shifting of some producers from one milkshed to another or working out some 
method for intermarket shipments of milk 


II. PRINCIPLES OF CLASSIFIED PRICING OF MILK BASED UPON ITS UTILIZATION IN 


DIFFERI PRODUCTS 


R. W. Bartlett 


Milk in different uses has different values. Some people not familiar with the 
facts underlying these differences sometimes raise the question: Why should milk 
used in one form have a higher value than that utilized in another form? 
Principles underlying classified pricing of milk and their application in practice 
are discussed below 

I. Market milk and evaporated milk.—Costs of getting enough market milk 
produced to meet the demand are higher than costs of getting condensery milk 
produced because of differences in storability, transportation costs, and quality 
requirements, 

A. Since people drink market milk every day of the year and as it is highly 
perishable, a supply must be produced every day to meet the demand. Since 
it costs more to get milk produced in the winter months than in spring or summer 
months, the annual price of market milk must be higher than for milk going to 
condenseries * in order to pay for the additional costs. 

B. Since market milk is bulky and is highly perishable, unit costs of transporta 
tion are higher than those for canned milk from which over half the water 
has been removed and which can be transported without refrigeration. For long 
distances, unit costs of transportation for whole milk are over three times those 
of evaporated milk (table 1), and exactly three times those of fresh concen 
trated milk, which must be kept refrigerated 

C. Since market milk is highly perishable and not sterile, most city markets 
have enacted ordinances which include sanitary requirements not in foree for 
evaporated or condensed milk. This is another factor which increases the unit 
cost for getting market milk produced. 

II. Evaporated milk and cheese and butter Since evaporated and condensed 
milk use the total solids in milk and since their production requires high capital 
expenditures, unit costs of getting a supply of milk sufficient to operate eco 
nomically usually are higher than for milk manufactured into cheese or butter 

111, Cheese and butter Since cheese uses a greater proportion of total milk 
solids than butter, and since milk manufactured into butter competes with cream 
which can be transported economically for long distances, unit costs of getting 
milk supplies for cheese factories usually are higher than those for milk 
manufactured into butter, 


Professor, department of agricultural economics, College of Agriculture, University of 
Illinoe Urbana, Il. 

‘Normally the June production of canned evaporated milk 
November, 


s about 2% times that of 
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TABLE 1 Costs for transporting whole milk, evaporated milk, and fresh con- 
centrated milk from milk plants near Chicago to specific markets, 1951’ 





j | | | 
: — ' ae Fresh con- 
Whole milk “ow | Whole m eaigeo “epee ntrated 
Market ; | milk 3 
I y ( 1 I ) t k equivalent 
I $ M $1.51 $0. 432 $0. 502 
B 1. 58 S 47 925 
B | 350 372 
H 2 617 749 
| ie 190 RY 637 
‘ } t M9 
New i ‘ 44 
I lac : 19 0 1.49 149 198 
t 1.09 344 . 363 
Pr 8 { e O58 
Roc RR ; 7 
515 
W le ate lata ta te G »L we terminal man- 
ager, Re ted Tr t, I Chic Based upo: inimum load of 20,000 pounds ineluding 18,000 
} , r 
I i ! ts fro n 
Il e ¢ r I 2t r ce I 
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Ill ‘RACTICE OF CLASSIFIED PRICING OF MILK BASED UPON ITS UTILIZATION IN 
DIFFERENT PRODUCTS IN WISCONSIN 


Probably nowhere in the United States are the principles of classified pricing 
of milk better illustrated in practice than in Wisconsin, since milk prices in 
all uses in this State have been relatively free from monopolistic controls. 

Milk prices paid to producers in Wisconsin have been different for milk utilized 
in the different dairy products as far back as records have been available. 

Thus, from 1910 to 1051 the price per 100 pounds of 3.5 percent milk in Wiseon- 
sin averaged $2.18 for market milk, $2.01 at condenseries, $1.91 at cheese factories, 
and $1.81 at creameries in Wisconsin (table 2) Price differences tor more 


5 


recent periods are also shown in table 2. 


TABLE 2.—Average milk prices in Wisconsin, 1910-51 


Price per 100 pounds 3.5 percent milk 


Years 


Market Peart cies Cheese Butter 

milk oA : factories factories 
1910-51 $2.18 $2.01 $1.91 | $1. 81 
1922-51 2.29 | 2.07 1.97 1, 92 
1932-51_.. 2. 43 2.17 2.09 2. 03 
1912-51 32 3.04 2. 96 2. 90 


Source: Compiled from data received from Walter H. Ebling, statistician, Wisconsin State Depart- 
ment of Agriculture; 1910-48 from Wis« sin State ilture Bulletia 249. Data for 1949-51 included in 
a letter from Walter H. Ebling All prices a: 5 percent butterfat 





1 were adjusted t 4 DASI 


The fact will be noted that the relative values of market milk have been 
increasing in recent years while relatives values of milk at condenseries and 
cheese factories have been decreasing. Thus, from 1910 to 1951 market milk 
averaged 17 cents more than condensery milk, 27 cents more than milk used 
for cheese, and 37 cents more per 100 pounds than milk sold to creameries. 





| 
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From 1942 to 1951 market milk averaged 28 cents more than condensery milk, 
36 cents more than milk used for cheese, and 42 cents per 100 pounds more than 
milk sold to creameries. 

For the past 25 years Wisconsin has been the largest dairy State. Prices 
paid to producers in this State have been highly competitive because of the 
relative ease of shifting the outlets to which milk is sold, and because 70 percent 
of the milk is manufactured and must compete in price on a countrywide market.® 


I\ APPLICATION OF CLASSIFIED PRICING OF MILK TO THE FEDERAL ORDER PROGRAM . 


“2. The price for market milk (class 1) should be established in a Federal 
order so that it automatically goes up or down in line with some dynamic 
factor, such as prices of manufactured dairy products. 

“3. The price tor market milk (class 1) should be established at premiums 
above prices of manufactured dairy products sufficiently high to get a blend 
price which will encourage enough but not too much milk to meet market needs. 
Bottom prices of manufactured dairy products should be kept as high as practical 
to prevent class I prices being too high, and to prevent dealers who handle a 
large volume of surplus milk from having an unfair advantage over dealers 
whose purchases are largely for class I sales. 

‘4. Since it is uneconomical to produce large quantities of grade A or other 
high-priced milk to be manufactured into lower-priced surplus products, premiums 
paid for class I milk above prices for manutactured dairy products 

“(a) Should be larger in months of low production and smaller in months of 
high production to encourage an annual production more nearly in line with 
a market's need for milk, and 


“(b) Should be raised on an annual basis if there is too little milk to meet 
whole-milk requirements, and lowered if the blend price results in too much 
milk in the shortage months to meet whole-milk requirements.” 


5 Changes in prices paid producers for milk in Wisconsin have been closely associated 
with changes in the general level of farm prices in the United States sJetween 1920 and 
1950, the coefficients of correlation between these price series were as follows: United 
States farm price and market milk, r=0.968; United States farm price and milk at con- 
denseries, r=0.967 : United States farm price and milk at cheese factories, r—0.969; United 
States farm price and milk at creameries, r=0.971 

® From Illinois Farm Economics, October 1948, pp. 741-745. 
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PABLI ; Per capita consumption of dairy products, United States, 1909 52? 
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PRNCIPLES FOR PRICING MARKET MILK ’ 
The principal objective of a university is to assemble, discover, and disseminate 
truths which will be most useful in improving the standards of living of the 
people whom it serves Hence, in setting down principles for pricing of market 


milk, the first question which a university researcher may logically raise is: 
Is the proposed pricing policy in line with public interest? Does it tend to encour- 
ace the maintenance and expansion of sales of market milk in line with nutri 
tional needs? Does it tend to promote harmony between producers and dealers and 
to put a stop to milk strikes which in the past have been costly to all groups? 
A second question: Is the proposed pricing policy fair to the various interests 
involved? Isit fairto farmers? Is it fair to dealers Is it fair to labor? 


Paper presented at tl nfere e of Federal Milk Market Administrators, Commodore 
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A third question: Is the proposed prising policy workable? <A large number 
of proposals for policy changes are impractical because for one reason or another 
they would not be accepted by the groups affects d Eventual acceptance by both 
producers and dealers is essential to the practical operation of any milk pricing 
policy. 

Before setting down specific principles dealing with the pricing of market 
milk, let us review certain facts which directly or indirectly are pertinent to 
this problem : 

1. Of the 120 billion pounds of milk produced annually in the United States, 
about 50 percent is used for market milk and cream while the other 50 percent 
is manufactured. 

2. Per capita consumption of milk (and cream) increased from 160 quarts 
annually in 1940 to 201 quarts in 1945, and then decreased to 185 quarts per 
person in 1947, according to the United States Department of Agriculture. The 
present Consumption of milk is still too low in relation to nutritional needs, 
particularly for low-income people. The 25-quart net increase in milk used 
is being consumed by many people who are price sensitive and will be quick 
to reduce milk purchases with a decline in nonagricultural income unless at 
the same time retail milk prices are reduced materially. 

38. Careful studies have shown that people drink more milk when it is cheap 
than when it is expensive We are about to release a study in our next issue 
of Illinois Farm Economics which analyzes the effect that prices and consumer 
income have had upon per capita sales of milk in the United States from 1930 
to 1947 This also includes a summary of Blanford’s study of 4,508 stores in 
New York City in 1938S and Lee’s study of per capita milk consumption of some 
1.300 consumers in Champaign-Urbana for 1983-38. 

$4. Milk used in whole form usually returns more dollars per unit than manu 
factured milk Hence, it is to the enlightened self-interest of dairy farmers of 
America to maintain sales of market milk at a high level 

5. The acceptance of Federal milk orders by both dealers and farmers, par 
ticularly during the past 8 years, has been due in large part to the high degree of 
flexibility in keeping the price of class I market milk in line with prices of milk 
in other uses, and with prices of competing farm products 

6. If history repeats itself, all farm prices, including milk prices, will fall 
within the next few years 

7. Shipments of milk during World War II proved conclusively that, if properly 
handled, high-quality milk can be set down in good condition in markets located 
long distances from where the milk was produced. The question of intermarket 
shipments is thus not a question of quality, but a question of how the price in 
any particular area compares with price plus transport costs from some other 
area. 

Keeping in mind the above facts, the following principles are suggested as 
a basis for determining the price of market milk used in whole form: 

1. both milk and cream for any market should be produced in areas where 
costs of getting milk produced plus transport costs are the lowest If Minnesota 
farmers can produce high-quality milk and transport it to Florida or Texas 
cheaper than it can be produced in these States, it should be produced in Minne 
sota From a public viewpoint, consumers are interested in getting high-quality 
products at reasonable prices. Furthermore, an underlying basis for the high 
standards of living in the United States has been the application of the “law 
of comparative advantage,” wherein goods are produced in low-cost areas. Michi 
gan and New York produce large quantities of apples, but no oranges; most 
of our oranges are produced in California and Florida, where the natural advan 
tage of climate results in low-cost orange production. 

The Corn Belt States produce the bulk of concentrated feedstuffs used in both 
the Midwestern and Eastern States. For many years my father bought rations 
for feeding dairy cattle on his Vermont farm which were mixed in Buffalo, but 
most of the ingredients originated in the Midwest areas. His Vermont farm 
could economically produce enough pasture and hay, but it was cheaper for him 
to buy most of his concentrates than to produce them. Milk producers located 
in eastern milksheds have a natural advantage of location as compared with milk 
producers located in the surplus-producing areas of the Midwest. There are, 
however, definte limits to this natural advantage, particularly in the sale of 
cream 

Cream can be shipped long distances at relatively low costs. Costs for hauling 
cream are about one-tenth of those for hauling market milk. Much cream is 
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still being separated from market milk in several eastern markets. In New York 
City, for example, a major part of the cream used is obtained from milk produced 
in the New York milkshed As a longtime program, it is good economics for 
eastern markets to use as market milk as large a proportion of its total pro- 
duction as possible and to make up shortages with shipments of cream from the 
surplus producing areas of the Midwest. In some markets this will necessitate 
hifting of some producers from one milkshed to another or working out some 
method for intermarket shipments of milk 

2. The price for market milk (class I) should be established in a Federal order 
so that it automatically goes up or down in line with some dynamic factor, 
such as prices of manufactured dairy products, consumers’ income, other farm 
prices, or some combination of these price series. During World War I there was 
an epidemic of milk strikes throughout the country accompanied by physical 
violence. dumping of milk, and much bitterness between milk dealers and dairy 
farmers over the question of pricing of milk. In sharp contrast to this situation, 
during the past 8 years most markets have had no milk strikes and, for the 
most part, producers and dealers have worked together to use the milk produced 
in the best way possible to meet a shortage of this important product. Why this 
difference? 

This situation can be attributed primarily to three things: First, to the nation- 
wide acceptance of collective bargaining* between dairy farmers and milk 
dealers in setting the wholesale price of milk ; second, to the operation of Federal 
milk orders in some 30 markets with their “rules of the game” and their “umpire” 
job whereby milk prices of all dealers in most of these markets have been geared 
to change automatically with changes in prices of manufactured dairy products 

other dynamic factors; and third, to the fact that the general level of milk 
prices has been rising during most of the 14-year period in which Federal orders 
have been operating. The class I price to farmers under the Chicago Federal 
order rose automatically from $1.99 per 100 pounds of 3.5 percent milk in Septem- 
ber 1939, when the order was initiated, to $5.25 in November 1946, the month 
of highest prices. Acceptance of rising prices by producers was natural. Dealers 
accepted price increases because they were in line with those of manufactured 

iry products, consumer income, and prices of other farm products. They recog- 
nized the fact that they couldn’t get milk to supply their needs unless they paid 
these prices 

rhe whole Federal order program, however, is still on probation. Its acid 
test will come when milk prices fall sharply Will farmers generally accept 
sueh price declines under Federal order? In previous periods dealers have 
been the scapegoats. In our next period, the Government will be the scapegoat. 
Survival during this period will depend upon vigorous support by the leadership 
of farm cooperatives, milk dealers, and our educational institutions. 

6. The price for market milk (class I) should be established at premiums 
above prices of manufactured dairy products sufficiently high to get a blend 
price which will encourage enough but not too much milk to meet market needs. 
Bottom prices of manufactured dairy products should be kept as high as prac- 
tical to prevent class I prices being too high, and to prevent dealers who handle 
i. large volume of surplus milk from having an unfair advantage over dealers 
whose purchases are largely for class I sales. A monthly average of around 20 
percent above class I requirements is necessary to meet day-to-day changes in 
produc tion and sales 

Farmers change production of milk in response to a change in the net blend 
price, not the class I price. From 1921 to 1946, the net blend price for 3.7 percent 
milk in the country plant zone averaged $2.41 per 100 pounds for Boston pro- 
ducers and $2.35 for Chicago producers.* 

The amount of class I premium above prices of manufactured dairy products 
will tend to vary in different areas. Usually the premium in a so-called deficit 
area will average higher than in a surplus producing area. In 1947, the Chicago 
country zone premium for class I milk above the Midwest condensery price aver- 
aged 67 cents per 100 pounds compared with $1.42 for Boston and $1.48 for 
New York. 

4. Since it is uneconomical to produce large quantities of grade A or other 
high-priced milk to be manufactured into lower priced surplus products, pre- 
miums paid for class I milk above prices for manufactured dairy products: 





2? Made possible legally by the passage of the Capper-Volstead Act of 1922. 
® Exclusive of Government subsidy 
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(a) Should be larger in months of low production and smaller in months of 
high production to encourage an annual production more nearly in line with a 
market’s need for milk, and 

(b) Should be raised on an annual basis if there is too little milk to meet 
whole milk requirements, and lowered if the blend price results in too much milk 
in the shortage months to meet whole milk requirements. 

Under the Chicago Federal order, premiums for Class I milk for May and 
June are 50 cents per 100 pounds; from August to November, 90 cents; and for 
the other months, 70 cents per 100 pounds above the prices paid to condensery 
producers (or other basic formula price) in this area. 

R. W. Bartiett. 

Mr. AnpreseN. We would like very much to have that. 

Mr. Bartierr. This gets it down to specifics. 

Mr. ANpresen. Yes. We would like very much to have that. 

Mr. Barriterr. This I am discussing is under No. 5, of my original 
six points (exhibit I), “The Abuse of Classified Pricing Under a 
Federal Order.” 

In recent years (1947-52) the class I price in New York has been 
held at a level far higher in relation to Chicago’s class I price than 
formerly. Between 1945 and 1952 per capita milk sales in New York 
declined 15 percent, while those in Chicago increased 5 percent. 

It is probable that relatively low consumer income and excessively 
high class I prices in New York in recent years have been the major 
factors causing decreased per capita milk sales in this market, along 
with increased competition of autos, homes, and appliances. Some 
of the facts relative to this situation are summarized below. 

Per capita disposable income in Chicago increased somewhat more 
in recent years than that in New — This was a factor which may 
have contributed to the decrease in per capita sales of milk in New 
York, while those in Chicago were increasing. 

Now may we discuss the class I price in New York as related to 
class I prices in Chicago (exhibit VI)? I will refer back to what 
I said a moment ago. The class I prices in Chicago have gone up and 
down with the manufacturing prices in the entire period of the Fed- 
eral order operation. 

Between 1929 and 1946 the class I price for New York averaged 
$3.52 per 100 pounds of 3.5 milk, or 62 cents more than Chicago for 
the class I price ($2.90). “From 1929 to 1946 it was an average of 62 
cents. I would like to have you keep that in mind. 

In recent years the New York class I price exceeded the Chicago 
class I price as follows: 1947, $1.16; 1948, $1.28: 1949, $1.88: 1950, 
$1.73; 1951, $1.57; and 1952, $0.94 per 100 pounds of milk. Thus, in 
the blah year of 1949, the difference between these price series was 3 
times that of the 18-year average of 1929 to 1946, while in other years 
it was substantially higher. In other words, we had $1.88 in 1949 as 
compared with an 18-year average of 62 cents. The facts indicate 
that the New York class I price during the past few years has been 
entirely out of line with its competitive level. 

Mr. AnpresEN. Does that take into consideration the differences 
in the cost of production between the two areas? 

Mr. Bartierr. Iam assuming, Mr. Andresen, that the 62 cents from 
1929 to 1946 constitutes probably the difference you are speaking of. 
Then I have a chart which I will include in the exhibit on this. I have 
it for each year from 1929 to 1952. 
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The information is as follows:) 
ExHIniT VI 


V. ABUSE OF CLASSIFIED PRICING OF Mr_tK UNDER A FEDERAL ORDER 


In recent years (1947-52) the class I price in New York has been held at a 
level far higher in relation to Chicago’s class I price than formerly (fig. 1). 
Between 1945 and 1952 per capita milk sales in New York declined 15 percent, 
while those in Chicago increased 5 percent (table 1). 





TABLE 1,—Changes in per capita milk sales and disposable consumer income, 
Vew York and Chicago, 1940-52 





Per « 1 rDle 
‘ 
¥ kK { 
4 I 4 Index ew York ( igo $ 
4 ; 44 } 44 40-44 y 
74 7 
4 8 RS 
® ( 103 
. 112 112 
2 124 124 
4 130 
‘ & 138 
RR 1g 149 
s ~ 7 44 165 
S { ] 
89 1 16 
i 7 lf 178 
g 78 159 1s 
) the courte Leland Spencer, Department of Agricultural Economics, Cornell 
f ( Market Ad rator, Order 41, R rter; Order 69, Market New 
t Por t 
‘ B 4 } ) | I] le Federal income taxes 


It is probable that relatively low consumer income and excessively high class I 
prices in New York in recent years have been the major factors causing decreased 
per capita milk sales in this maz t, along with increased competition of autos, 
homes, and appliances. Some of the facts relative to this situation are sum 

irized below 


1. Per capita disposable income in Chi 





increased somewhat more in recent 
vears than that in New York (table 1) This was a factor which may have 
contributed to the decrease in per capita sales of milk in New York, while those 
in Chicago are increasing 

2. Between 1929 and 1946 the class I price for New York averaged $3.52 
per 100 pounds of milk, or 62 cents more than Chicago for class I price ($2.90) 
(figures 1 and 2) In recent years the New York class I price exceeded the 
Chicago class I price as follows : 1947, $1.16; 1948, $1.28 ; 1949, $1.88; 1950, $1.73 ; 
1951, $1.57; and 1952, $0.94 per 100 pounds of milk. Thus, in the high year 
of 1949, the difference between these price series was three times that of the 
IN-vear average of 1929-46 (62 cents), while in other years it was substantially 
higher 





3. Normally, September, October, and November are months of least surplus 
production In 1946 milk in excess of class I sales in the New York market 
amounted to 20 percent of the total milk receipts; in 1947, 24 percent; in 1948, 
29 percent: in 1949, 41 percent; in 1950 and 1951, 36 percent; and in 1952, 38 
percent (figure 3). 

Questions which may well be raised are: Were the class I prices fixed under 
the New York Federal order from 1947 to 1952 necessary to secure enough milk 
to meet the class I needs of the market? Would per capita sales of milk in New 
York have declined as much as they did if the New York class I prices had been 
in line with their historic relationship with Chicago class I prices, namely 2 to 
3 cents a quart lower than they actually were? 
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VI. EXACTION OF CREAM PRICES HIGHER THAN THEIR COMPETITIVE LEVEL 


Assuming the operation of the law of comparative advantage, both milk and 
cream should be produced in the areas where cost of getting them produced plus 


transport costs are the lowest. Costs for transporting 100 pounds of milk as 
cream are roughly one-tenth of those of whole milk Hence, this makes it pos 
sible to transport cream economically for long distances and accounts for the 
fact that both Boston and Philadelphia regularly buy cream from midwestern 
surplus-producing States such as Michigan, Wisconsin, and Minnesota Chere 


fore, prices for cream in Boston and Philadelphia are competitive with prices 
of midwestern cream 

New York in contrast to Boston and Philadelphia has tended to limit its 
source of cream to areas closer to the market with the result that during the 
past 16 years New York cream prices have averaged about 20 percent higher 
than those of Philadelphia or Boston (table 2) 

From 1937-52 the New York price per 10-gallon can of 40 percent cream 


averaged $29.26 or 21.6 percent more than the Philadelphia price ($24.07) and 
21.1 percent more than the Boston price (824.17) In 1952 the New York cream 
price averaged $39.19, the Philadelphia price, $32.84, and the Boston price, $33.64 


per 10-gallon can. 

Questions which logically ean be raised are: Is it in line with the public 
interest of some 18 million consumers in the New York market to limit the 
inspection area from which cream can be secured in order to enhance the cream 
price above its competitive level? Are midwestern cream producers being de 
prived of a market because of restriction of inspection areas? Is there any 
connection between high wholesale prices of cream and the fact that per capita 
sales of 0.23 pint daily of cream (milk equivalent) in New York from 1948 to 
1951 were about half those for 1929 to 1933 (0.408 pint) ? ° 





TABLE 2.—Comparison of 40 percent cream prices in New York, Philadelphia, 
and Boston, 1937-52 
Actual T ( Per r 
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ee 


1From data prepared by Leland Spencer, department of agricultural economics, Cornell 
University, and published in the Handbook of Dairy Statistics p. 113 
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Per- 
cent 





1940 41 42 43 44 45 a 4748 49 50 5) 52 


Mr. Barrierr. From 1929 to 1946 it averaged 62 cents. Now, | 
1943 it was 53 cents: 1944, 68 cents: 1945, 75 cents: 1946, 76 cents: 
and then it jumps right up in the last few years clear out of line. 

Then let us observe the changes which have taken place in excess 
milk which resulted from this high price. Normally September, 
October, and November, are months of least surplus production. In 
1946 milk in excess of class I sales in the New York market amounted 
to 19 percent of total milk receipts; in 1947, 24 percent; in 1948, 29 
percent; in 1949, 41 percent; in 1950 and 1951, 36 percent, and in 
1952, 38 percent. 

In other words, in September, es and November, 1949 41 
percent of all the milk produced in the New York market went into 
manufactured uses or cream. That is in the month of least surplus 
production. I am just taking those shortage months because that is 
the period when a market usually is short of milk. 

Mr. Anpresen. I believe you will find that it is higher there now. 

Mr. Bartierr. I think that is true. To me it is clearly a question 
of the Federal order being used as a trade barrier with respect to 
fixing class I prices too high. 

Mr. AnpreseNn. Well, it has been advantageous for the producers 
in these areas to go out into our country and buy good milk cows 
and bring them back in to produce more milk. 

Mr. Bartterr. That is right. 

Mr. Anpresen. That is how you create the surplus. 

Mr. Bartiert. True; plus more feed per cow. 

Going back to the question raised here by one of the other gentle 
men, as to what to do about it. My own reasoning is that an amend- 
ment to the Agricultural Marketing Agreements Act is probably 
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necessary to spell out specifically the ways in which we can make sure 
that the law of comparative advantage 1s permitted to operate 
throughout all of our Federal order market areas, and to make sure 
that the milk in each market is produced in the area where the costs 
ot getting it produced plus the transport costs are the lowest. The 
deral order was not initiated to act as a trade barrier. 
I have been one of the strongest proponents of Federal orders over 
i 19-year period. I have been working with them in Chicago and in 
St. Louis, and have helped In putting them in over the dead bodies of 
certain people who did not want them in. I know Mr. Glover and 
Mr. Burchard of Heard’s Dairyman always raised the question : 
“What are we going to do when they get to acting as a monopoly ?” 

I Sa ad. “The thing to do sto get your facts as to monopoly opera 
tions and then stop them.” 

We have arrived at that point now, and we either have to have an 
amendment to the Federal order to see that the act does not operate 
is a trade barrier or find some other way to prevent it from raising 





lass J prices above their competitive level. 

Another example of the abuse of the Federal order program is the 
o-called compensatory payments. In essence, this is a technique 
to use the Federal order as a trade barrier to exact a monopoly price 
for class I milk. Concerning this, I would like to submit testimony 
which I presented at the Federal order hearing in St. Louis, March 
3, 1953. as exhibit VI-A. 


(The information is as follows:) 
ExHImKItT VI-A 
[TESTIMONY AT THE St. Louris FepeERAL OrpdER HEARING TUESDAY, Marcu 38, 1953? 


I would like to review some principles for pricing market milk discussed in 
New York before a murket administrators conference there in 1948. These were 
published in Illinois Farm Economics of October 1948 as follows: 

‘1. Both milk and cream should be produced in areas where costs of getting 
milk produced plus transport costs are the lowest 

“2. The price for market milk (class I) should be established in a Federal 
order so that it automatically goes up and down in line with some dynamic 


factor such as prices of manufactured dairy products 

3. The prices for market milk (class I) should be established at premiums 
above prices of manufactured dairy products sufficiently high to get a blend price 
which will encourage enough but not too much milk to meet market needs. Bot- 
tom prices of manufactured dairy products should be kept high as practical to 
rrevent class I prices being too high, and to prevent dealers who handle a large 
volume of surplus milk from having an unfair advantage over dealers whose 
purchases are largely for class I sales. A monthly variation of around 20 percent 
above class I requirement is necessary to meet day-to-day changes in production 
and sales 7 

“4. Since it is uneconomical to produce large quantities of grade A or other 
high priced milk to be manufactured into lower priced surplus products, premi- 
ums paid for class I milk above prices for manufactured dairy products: 

“(a) Should be larger in months of low production and smaller in months of 
high production to encourage an annual production more nearly in line with a 
Inarkets need for milk; and 

“(b) Should be raised on an annual basis if there is too little milk to meet 
Whole milk requirements and lowered if the blend price results in too much 
milk in the shortage months to meet whole milk requirements.” 

Discussion of proposed provisions relative to approved plants, unapproved 
plants, and compensatory payments: The proposed provisions relative to ap- 
oe Presented by Roland W. Bartlett, professor of agricultural economics, University of 
1inois 
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proved plants, unapproved plants a ad col iIpensalvory 





stitute trade barriers, and as such, not only are against the p blic interest but 
may well be construed as discrimination under the Agricultural Marketing Agree 
prents Act of 1937. 

One may well raise questions such as 


1. Did the Agricultural Marketing Agreements Act of 1927 propose te freeze 


plants shipping to any market to those already disposing of 65 percent or more of 






their sales as class I milk? 


This question was answered by N. P. Cladakis formerly market administra 


tor of the Chicago and New York markets, in a talk give it the Unive vy of 
Lilinois in January 1940, as follows The fact should be en phasize 1 that Fed 
eral order regulation is limited to the features prescribed by law Under this 
regulation (Agricultural Marketing Agreements Act of 1987) hauling charges 
are not regulated, prices of milk between distributors at not regulated, pr 


duction of milk is not regulated, new producers are not kept from coming on 
the market, a market to farmers is not 
as well as other features are not re guiated , 

If the above proposal were incorporated into the St. Louis Federal order, a 
group of new producers in an unapproved plant would be prevented from coming 
into the market on the same terms as old producers even though they met the 
sanitary requirements of the St. Louis Board of Health. Clearly this was not 
the purpose of the Agricultural Marketing Agreements Act F 

2. Why should a distributor be required to pay more than the class I price for 
milk used as class I? 

According to the proposal relative to compensatory payments, a dealer buying 
class I from an unapproved plant would be required to pay: 

(1) the price for grade A milk exacted by the operator of the unapproved 
plant 

(2) handling charges exacted by the operator ; 

(3) transportation costs to the city market; and 

(4) a penalty payment over and above the sum of the amount exacted in 
Nos. 1, 2, and 3, by the amount that the St. Louis class I exceeded the St 
Louis class I price. Supposing for example that the “compensatory” prop 
had been in effect, and that distributor A bought 100,000 pounds of class I milk 
from an unapproved plant in January 1953. In that month the St. Louis class I 
price was $5.412 and the class Il price was $5.509, or a net difference of $1.903 
per 100 pounds of milk 

The penalty charges on this milk would have been 1,000 (hundredweight ) 
times $1.903, or $1,903 

3. What was the decision of the United States Supreme Court relative to the 
Babylon case (Adss v. Brannon, United States Court of Appeals, Dec. 5, 1951, 
and United States Supreme Court, Apr. 30, 1952) ‘ 

This question was answered in the News for Dairy Co-ops publisher 
National Milk Producers Federation, November 28, 1952, as follows 

“Supreme Court refuses Babylon case review 

“The United States Supreme Court this month refused to review the Babylon 
case involving the New York milk marketing orde? This leaves standing a deci 
sion of the United States Court of Appeals holding invalid a provision of the 
order calling for compensatory payments on outside milk 

“The case arose out of compensatory payments charged against cream and 
condensed milk brought into the New York market from Ohio and used in the 
manufacture of ice cream. The New York order provides for compensatory pay- 
ments to be distributed to producers on the New York market through the pro- 
ducer settlement fund 

“The court of appeals held that the compensatory payments resulted in prices 
to handlers which were not uniform as required by the Marketing Agreement 
Act 

“The court also pointed out that there is no specific authorization for com- 
pensatory payments in the act. The provision in the New York order should not 
be justified under the incidental clause, the court ruled, because the compensatory 
payments resulted in prices to handlers which were not uniform. It was therefore 
inconsistent with other provisions of the act 

4. Will not the removal of all requirements relative to proportions of milk sold 
in class I uses, result in encouraging many new plants to get in on the marketwide 
pool and result in an unbearably large surplus? 

Answer: Not if grade A class I milk is reasonably priced. In this connection 
may I repeat two principles emphasized previously, namely : 


ranteed, and cooling station charges 














168 DAIRY INDUSTRY 


“1. Both milk and cream for any market should be produced in areas where 

costs of getting milk produced plus transport costs are the lowest * * * and 

The price for market milk (class I) should be established at premiums above 
prices of manufactured dairy prices sufficiently high to get a blend price which 
will encourage enough but not too much milk to meet market needs * * *.” 

Under normal conditions, producers in or adjacent to the St. Louis milkshed 
are going to try to sell milk to a market where they get the highest price. They 
respond to the blend price paid and not the class I price. If the St. Louis grade 
A blend price less transportation on a 12 months’ basis is higher than they are 
now receiving for milk, under normal conditions, they will want to get on the 
market and should be permitted to do so. On the other hand, if, on a 12 months’ 
basis they can get a higher price in some other market, under normal conditions, 
they will leave the St. Louis market, and should be permitted to do so 

5. Should grade A plants be permitted regularly to come on the market in cer- 
tain seasons and leave the market during other seasons of the year? 

Answer: Definitely not. The choice of being on or off the St. Louis market 
should be based upon supplying the market at all seasons of the year. 

Mr. Anpresen. If you are familiar with the act, you have probably 
noticed a provision in it which was put in it at my insistence, that 
no order should be approved which would prohibit the shipment of 
milk into a milk marketing area from outside of the area. 

Mr. Barrierr. That is right. 

Mr. Anpresen. Of course I claim that has never been carried out 
or ever administered. 

Mr. Barrierr. That is right. Maybe all that is necessary is to 
enforce the present act. Idonot know. Iam inclined to think before 
we are through we will have to spell it out so that there will be no 
confusing the issue. 

Mr. ANpresen. As I understand it, you stated you have been a 
strong supporter of the Milk Marketing Act ? 

Mr. Bartrierr. That is right. 

Mr. AnpreEsEN. As I understand it, you have changed your opinion ? 

Mr. Barrierr. No. Let us put it this way, Mr. Andresen: I would 
not burn the house down just because we had a crack in the ceiling. 
{ would try to fix the erack, 

These Federal orders now are getting to the place where they are 
acting as trade barriers in some places. The Federal order has done 
a tremendous amount of good in most markets of the United States. 
We have had regulation of grain and butter and cotton for 50 to 100 
years. We have not had regulation of milk. It is absolutely essential 
to the efficient marketing of milk to have a Federal order or some 
type of regulation, but it is not necessary to have Federal regulation 
which acts as a trade barrier. 

Specifically in the Chicago market before we had Federal regula- 
tion we had recurrent milk strikes. We had dumping of milk. We 
had chaos in the market. The farmers were always fighting the 
dealers. That was unhealthy from a market point of view. 

Now, with the tying of the class I price to the manufactured price, 
going up and down with the manufacturing level, it has been possible 
for the producers’ association to center its attention on merchandising 
milk. Also, it has been possible for the dealers to do it. Instead of 
fighting all of the time they are beginning to merchandise milk. 

I am very pleased with the present program under Mr. McWilliams, 
present manager of the Chicago Pure Milk Association. I was in 
Chicago about 2 months ago and he had all of the dealers together, 
and they were studying ways of how to expand the market for milk. 
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That is much better than fighting. They now get together as business- 
men and map out programs of mutual interest. 

The basic fundamentals of the Federal order are still sound, but we 
have a crack in the ceiling. If we do not fix the crack the whole 
structure is in danger. 

Mr. Anpresen. I might inject here, Professor Bartlett, that this 
committee is primarily concerned with the welfare of the producers. 

Mr. Barrierr. Yes. 

Mr. Anpresen. We want to keep the dairy farmers going, with 
an expanding economy in the country, and give them the proper incen- 
tive to produce in abundance. We are not unmindful of the welfare 
of the consumers. I thought I ought to let you know we are primarily 
a producers’ committee. 

Mr. Bartrierr. I might interpret that, Mr. Andresen, that you were 
interested in all dairy producers and not just specific vested interests 
of certain dairy groups. 

Mr. ANpDRESEN. Well, that is why I put that amendment into the 
act of 1937. 

Mr. Bartierr. Yes. 

Mr. McInrire. I have a question for Dr. Bartlett. 

In your statement you said that you feel it is necessary to make some 

change in the milk marketing orders or in the framework of that 
legislation by the amendment you suggested, implementing areas with 
the ability to produce, considering the cost of production plus the 
cost of transportation, to have a free play in distribution. I am sure 
you are not overlooking that producers in other areas have artificial 
barriers which are outside the jurisdiction of the milk marketing 
orders, which contribute to their costs of production. 

Mr. Barrierr. That is right. May I just take a moment now to 
get into this other phase, which is the inspection phase, the information 
on which I have with regard to New York. 

I might suggest, Mr. Andresen, that we include all of these. I guess 
maybe we have already done that, for all of these materials. I am 
just picking out certain parts to discuss in this typed material, as part 
of the record, because I have stated this specifically. 

Mr. AnpreseN. We will give you the opportunity, if there is no 
objection, to revise your remarks and to include such other statements 
as you have, which you might want to have in the record. 

Mr. Barrierr. Thank you. This is dealing with the exaction of 
cream prices higher than the competitive level (exhibit VI). 

Assuming the operation of the law of comparative advantage, both 
milk and cream should be produced in the areas where cost of getting 
them produced plus transport costs are the lowest (exhibit V). 

Costs for transporting 100 pounds of milk as cream are roughly 
one-tenth those of whole milk. Hence, this makes it possib le to trans- 
port cream economically for long distances rng accounts for the fact 
that both Boston and Philadelphia regularly buy cream from mid- 
western surplus-producing States such as Mic higan, Wisconsin, and 
Minnesota. Therefore, prices for cream in Boston and Phil: adelphia 
are or omg er with prices of midwestern cream. 

New York in contrast to Boston and Philadelphia has tended to 
limit its source of cream to areas closer to the market with the result 
that during the past 16 years New York cream prices have averaged 
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t 20 percent higher than those of Philadelphia o1 Boston, as shown 
table 2 of exhibit VI. 
Krom 1937 to 1952 the New York price per 10-gallon can of 40 
percent cream averaged $29.26 or 21.6 percent more than the Phila- 


a i 


delp| a price (S?4.07) and 21.1 percent more than the Boston price 


24.17). In 1952 the New York cream price averaged $59.19, the 


Philadelphia price, $32.84, and the Boston price, $55.64 per 10 gallon 

Chat is roughly $6 a can higher for the New York cream. Ques- 
tions which lomically ean be ra seq are > Is It ll line with the publie 
nterest ot some 13 million consumers 1 the New Y ork market to limit 
the inspection area from which cream can be secured in order to en- 


iance the cream price above its compel itive level 4 
Are midwestern cream producers being deprived of a market be- 
cause of restriction of i spection areas ¢ Is there any connection be- 
tween high wholesale prices of cream and the fact that per capita 
es of 0.23 pint daily of cream (milk equivalent) in New York from 
1948 to 1951 were about half those for 1929-33, 0.408 pint? (exhibit 


Kr mn dat i prepared DD Le] wma Spencer, department of agricultural 
economics, Cornell University, and published in the Handbook of 
Dairy Statistics, 1952, page 133, is shown the comparison of 40 per- 
cent cream prices in New York, Philadelphia, and Boston from 1937 
to 1952. 

(The document referred to above appears at p. 165. ) 

In other words, the inspect on of cream in the New York area has 
been limited pretty mu h to their own milkshed or creamshed. 

Mr. Anpresen. Mr. Williams? 

Mr. Winurams. Dr. Bartlett. you have stated here that you thought 
the restrictions of different boards of health were too severe in inspect- 
ng dairies and the handling of milk that goes into the fluild market 
and the cream market; is that correct ? 

In other words, you want New York State to lower their standards 
of inspection for western milk and western cream in order to take it 
nto the New York milk market. 

Is not that what vou said ? 

Mr. Barriterr. No; I maintain that the people, the 13 million con- 
sumers in New York, are just as healthy as the 3 million consumers 
in Boston. 

During the past 18 years Boston has been buying midwestern cream 
for table use. I see no reason why New York should not do the same 
thing. 

Mr. Wu1ams. You do say there that New York’s Board of Health 
inspection is too severe / 

Mr. Bartierr. No; [ said that they limit their inspection areas and 
will not permit this outside cream. Let me qualify this. I am nota 
dairy technologist, but I am predicating my reasoning upon the facts, 
namely, that Boston, over a long period of years, has bought mid- 
western cream of quality, high quality cream, set down in Boston that 
meets very rigid inspections. 

They have permitted out-of-market cream in any volume at any 
time. 

Mr. Witii1ams. You did say here that some of the board of health 


inspections were not necessary, did you not ¢ 
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Mr. Bart. rr. Some of the farm ins sptessgee s bas ed upon this vets 
back to the point that was brought out in the National Research Coun 
cil report—some of the board of health ins pections have no validity 
whatsoever in relation to quality. 

Mr. Winu1ams. What are those regulations? 

Mr. Barrierr. Some of the farm inspections. They require certain 
things in regard to 

Mr. Wituiams. What are they ? 

Mr. Barrierr. Specifically, they found—this is a study of Dr. 
Prucha, of our own station—he found that some cities require open-top 
milk pails. Others required producers to have the closed top pail 
Some farms shipping milk to both markets had to have both sets. Then 


a farmer had to first ask the question, Where is the inspector from 
and which market does he represent ¢ When he found this out, he 
would pull out the set of pails that the law requires, Such require 


ments are absolutely silly, and of no use whatsoever. 

Mr. WinuiaMs. That is the use of a pail? 

Mr. BARTLI cA. That is one ot many. The by have a whole series of 
thine’s that they, the National Research Counce il, take point by point 
and they compare those with the quality. There are probably half of 


the requirement of farm Inspection that have no validity whatsoever 


in relation to quality of cream or quality of milk. 
This is not based upon dairy economists’ reasons. This is based upon 
a study by dairy technologists. I think Dr. Hammerberg was one of 


the New York men who was on this committee and worked on this 
study. 

Mr. Wituiams. I would not want to go on record to say that I 
want to lower the standards of sanitary inspection of the production 
of milk anywhere. I do not think you can have it produced too cleanly 
or under any too rigid an inspection, It is a product that must be 
produced under every Bel le sanitary ins dian. 

Mr. Barrierr. Sir, you would not intimate that it would be desir 
able to put rules in that had nothing to do with quality, would you? 

Mr. WiiuramMs. No, I do not. 

Mr. Barriterr. That is what this research council stated, that 
many of the things that are required have no relation whatever to 
quality. 

Mr. Winniams. I am rather familiar with the production right 
out on the farm. I do not think that the program now under effect 
in New York State with 1 respect to the production of fluid milk and 
cream is too rigid in any way. 

We are defending the he: alth of the consumers of milk, fluid milk, 
and dairy products, in the State of New York with every considera- 
tion as to the board of health inspection out on the farms where it is 
processed, 

I hate to have you come in here and say that some of those restric- 
tion should be eliminated. 

Mr. Barttett. I am telling the truth as I see it. 

Mr. Jones. Mr. Williams, would you yield? 

Mr. Witur1aMs. Yes. 

Mr. Jones. I got in a little late. Where was this where they had 
to have two sets of milk pails to meet the different ins pections ? 

Mr. Barrierr. I think that was in a New Jersey territory. I would 
have to check on that. 
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re Jones. Are you intimating that the State authorities required 
one type of pail and the Federal ‘authorities required another type ot 


vail? 

' Mr. Barrierr. No. It was different municipalities. I would go 
along with this cventleman from New York in the viewpoint that I 
hink that by and large New York has done a wonderful job on inspect 
ine their milk and done it verv economic ally. 


By and large, i Nev York they have gone on the principle of 
platform Insp ‘tion much more than some of the United States 
Public Health ordinances. 

But usually it is the municipality that puts in ordinance provisions, 
and one municipality puts in one set, another municipality puts in 
another set, and the producer may be in one of those marginal ter- 
ritories where he goes first to one or the other. 

In those eases. of course. some of the regulations are absolutely 
ridiculous. 

Mr. Wititams. These different cases that you cite here may be 
a particular distributor in a municipality that has a particular kind 
of ti ide, 

Mr. Bartrierr. No, these are not. These are municipal require 
ments, not distributor requirements. 

Mr. ANDRESEN. In New York, there you have a State law that 
Supe rsedes any loca | ordinance. 

Mr. Wituiams. That is right. You have your State inspection, 
your municipal inspection, and also your distributor inspection. You 
have three of them. That is all right. You do not complain about 
that ¢ 

Mr. Barrierr. Distributor inspection is usually under the super 
vision of State or municipal inspection. It is a practical way of get 
ting enforcement of quality requirements at a low cost. I have no 
comp aint of the three types of inspection if they are properly inte 
grated and if the requirements are necessary to get high-quality milk. 

Now, let’s get away from technicalities. The fact is that the price 
of cream in Ne w Y ork from 1947 to 1952 has been $5 to $6 a can more 
than in Boston or P hiladelphia. 

Boston is shipping midwestern cream regularly for table use in 
Boston. I do not believe, personally, that the 13 million consumers 
in New York are much more tender and delicate than the 3 million 
consumers in Boston. 

do not believe that there is any need, in fact, for requirements 
in New York that they do not have in Boston. 

Mr. WixtuiaMs. Is it not true that the board of health ins pection has 
been thee -ompetitive one item in milk transportation between the West, 
the Middle West, and New York State for a great many years? 

This question of board of health inspection, inspection out on the 
farm where it is necess: ry ¢ 

Mr. Barrierr. I think that that is probably true, and that what this 
recent research committee found, that many of those requirements had 
no validity in fact. 

Mr. Winniams. A great many of the Western States have not had 
the program of inspecti on that New York State has because they have 
been producing for a manufacturer’s market in m: iny of the Western 
States over a Faaiio of years. 
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Mr. Barruerr. That is true, though some surplus producing States 
such as Minnesota and Wisconsin are now doing a good job in produc- 
ing high-quality milk for manufacturing uses as well as for market 
milk uses. 

Mr. Witi1aMs. It does not require as rigid a board of health inspec 
tion as does the fluid market ? 

Mr. Barriterr. I would say this, though, that Chicago has had grade 
A for the past 26 years, and my a of the requirements in 
Chicago indicate that its grade A requirements are probably more 

rigid than the New York requirements for milk. 

Mr. Witurams. Does that apply to cream and butter, too 4 

Chicago has grade A cream; not butter. Butter is not included 
anny ot these that I am talking about now. 

Mr. Wituiams. You use cream for butter manufacturing 4 

Mr. Barrierr. What do you mean by that ? 

Mr. Witiiams. This cream that is produced here and manufactured 
into butter, you do not Inspect that at all? 

Mr. Barrierr. Let’s put it this way: No municipality in the United 
States that I know of has ordinances regulating the quality of butter. 
The butter is graded frequently by United States inspectors, Federal 
Inspection, 

You have Land O’Lakes, 93-score butter. But the cities, the city 
ordinances were originated with the idea of protect ing the people for 
market milk and cream primarily. 

When you buy evaporated milk, that is a sterile product. They do 
not have to protect that in the same w: ly. 

Midwestern ey aporated milk goes into New Y ork with no inspection 
whatsoever. When midwestern cream is used in New York, if and 
when these trade barriers of New York are broken down as I think 
they will be within a reasonable length of time, then New York 
should insist that the cream meet certain standards of quality in the 
same way that Boston has insisted on that. 

Boston has been very careful to insist on a high-quality cream. 
They set up the standards; they have it checked in the Midwest ; they 
have it checked again when it gets to Boston. 

If it does not meet those requirements then it cannot be used for 
table uses. But those are standards of quality of the cream itself and 
not primarily farm inspection. 

Mr. Wituiams. Then you think that you ought to just test your 
cream and pay no attention to the farm inspection at all? If the 
cream itself meets the quality requirement, you do not care how it is 
produced on the farm / 

Mr. Bartirrr. I would say if you had cream that had a low acidity, 
a low count of bacteria, a good flavor, and a low sediment count, that 
standards could be set up that would insure the consumer a high- 
quality cream with no farm inspection whatsoever. 

Mr. Wiitiams. You want to do away with farm inspection ? 

Mr. Barrierr. No; I would not. Some farm inspection helps the 
fellow meet these quality requirements that can be tested out on the 
basis of the product. I would not do away with farm inspection 
altogether, but I would say that it is unnecessary for New York 
people to go back to Wisconsin or Michigan or Minnesota farms 
and inspect the cream. They can get a high-quality cream, just as 
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tion by their own inspectors. 

Mr. Anpresen. You mentioned Minnesota. We have a very strict 
hnspection on the farms and in the creameries. I have been ina good 
many of these creameries to see the milk and cream brought in. The 
creamery operator goes through a very thorough inspection and 
sometimes refuses to accept the milk or the cream from the farmer 
if it does not come uptoa certain standard. 

In that manner you get corrections there because of inability 
to market the product produced on the farm where they do not have 
the sanitary requirements. 

On the other hand, they are getting so very strict in our State 
that they are demanding milk towers that cost fifteen to twenty 
thousand dollars to construct, with all the cooling systems, SO the 
milk woes from the cow To a pipeline, is cooled, and woes into the 
truck that comes there to haul it. 

So I sometimes think the inspection is vetting pretty expensive, 
especially in a falling market when the prices are going down. 

Mr. Barrierr. Wisconsin has a State law in regard to quality, too. 
They are trying to get high quality ngeht across the board for all 
types of milk, 

Mr. Anpresen. Are there any further questions ? 

Mr. Lover. Mr. Chairman. 

How many communities have broken down these trade barriers? 

Mr. Bartierr. I did not get the first sentence. 

Mr. Lovre. How many communities have broken down these trade 
barriers that you have said are injurious to the farmers and con- 
sumers 4 

Mr. Barrierr. I cannot state it exactly. I would say, roughly, a 
fourth of the markets in the country have relative freedom from 
trade barriers. 

Mr. Lovrr. Where they had trade barriers before and they have 
heen broken down ? 

Mr. Barrierr. Usually, yes. Chicago, from 1902 until 1930, had 
a rigid trade association monopoly. The store price and the home 
delivered price were the same during this period. Chicago had the 
most monopolistic condition of any market in the United States. 
Then it broke down during the period of 1931-39. 

Just as a matter of record, which is just an incidence of interest, 
Al Capone got into the milk business and broke down the trade 
barriers in Chicago. 

Mr. Wintiams. Is that what he went to jail for? 

Mr. Barrierr. No; he went to jail for failure to pay his income 
tax. The Meadowmoor Dairy came in and broke down the trade bar- 
riers. It was really a tough battle. I do not think he did it for that 
purpose. 

Mr. Lover. Are there any other cities with like situations? 

Mr. Bartrierr. You mean like Chicago? 

Mr. Lovrr. Yes. 

Mr. Bartierr. Oh, yes. Competition is pretty keen in New York 
City on the distribution side. The dealers’ gross handling margin— 
this is of interest to you, Mr. Andresen—the handling margins in 
New York and Washington are among the lowest for store distribu- 


high quality cream as they are using today, without any farm inspec- 
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tion of any cities in the United States. The handling margins in 
Washington are very low and have been so for 8 or 10 years, for store 
distribution. 

That does not mean that they cannot be lower, but they are rela 
tively low. I have a record of 24 cities of 300,000 and over, with 
handling margins in each of these cities, from 1929 to 1952. 

I use that as my criterion of measuring whether a city is efficient 
or inefficient. 

Mr. AnprRESEN. Do you not find considerable resistance in Chicago 
when you reduce the profit margin and the cost of distribution ? 

Mr. Barrert. Yes. There was plenty of resistance that was 
eventually broken down (exhibit 11). I just saw a news release last 
week of material presented by Dr. Castle. He was talking about the 
relatively small amount of profit that dealers get. That material 
has no substance whatsoever if he included the inefficient dealers 
which have high costs. 

I would like to turn to my bulletin, Measuring Efficiency of Milk 
Plant Operation, Experimental Station Bulletin 560. I would like 
to have this included as exhibit VII, pages 1 to 22, and then refer 
to table 1. Man-minutes per hundred gallons for 13 dealers 
ranged from 550 man-minutes down to 86. That is for plant 
operation. 

(The information is as follows:) 


Exuisit VII 


[Bulletin 560, University of Illinois, Agricultural Experiment Station] 


MEASURING EFFICIENCY OF MILK-PLANT OPERATIONS 
(By R. W. Bartlett and F. T. Gothard ’) 


When anyone buys a bottle of milk, to all appearances he is completing a 
simple sales transaction. He pays one man so many cents for so many fluid 
ounces of nutrition. Actually he is paying not one man but several. The farmer 
who produces the milk is responsible for part of its cost. The dealers who handle 
it are also responsible; they must process, bottle, store, deliver, and sell the 
milk. The price of a bottle of milk thus is influenced by both the efliciency of 
milk production and the efficiency of milk-plant operations. 

For several decades major attention in the dairy departments of our land-grant 
colleges has been centered upon ways of increasing the efficiency of milk produc- 
tion. The usefulness of such studies is evidenced by the fact that the average 
production per cow in Illinois, for example, is now 61 percent higher than that 
of 50 years ago and is 30 percent higher than of 25 years ago.’ Increased efficiency 
in production undoubtedly has been one of the factors contributing to high per 
capita sales of milk in the United States. 

Until recently, however, relatively little attention was devoted to studies on 
how to increase the efficiency of milk distribution, even though in many markets, 
dealers’ gross margins make up more than half the price consumers pay for 
milk. In 1949 consumers in 10 Illinois markets paid an average price of 17.8 
cents per quart for milk at stores and 19.7 cents for home-delivered milk.’ 
Farmers received 47 percent of the store price paid by consumers and 42 percent 
of the home-delivered price. From the viewpoint of the consumer, studies cen 
tered upon increasing the efficiency of milk distribution are even more important 
than those aimed at securing lower costs of farm production. 

1R. W. Bartlett, professor of agricultural economics: and F. T. Gothard, formerly assist 
ant in agricultural economics. This study was supported in part by funds authorized 
by the Research and Marketing Act of 1946 

?Data from Historical Census of the United States, 1789-1945, U. S. Department of 
Agriculture and U. S. Bureau of the Census; and from Illinois State Department of 
Agriculture. 

* Illinois Farm Economics, October-November 1950, pp. 1073-1084. 
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MAN MINUTES GALLONS 
per 100 gallons DAILY 

(Shaded creo) (Black bors) 
500 55,000 


Efficiency in the use of labor is usually 
greater in plants handling more milk — 
but not always. 





375 15,000 

250 10,000 

125 5,000 
f 

0 a ) 


What factors are involved in efficient milk distribution? Why are some plants 
more efficient than others? How can a manager or plant owner increase the 
efficiency of his plant? It is with these questions in mind that the University of 
Illinois has during the past few years carried on studies to measure efficiency 
in the use of labor, space, electric power, and steam power for the principal 
operations of market-milk plants. Measurements have been made both in 
physical units and in money units. 

Two plants, plant X in Illinois and plant Y in Minnesota, were selected for 
detailed analysis. They were chosen because in 1946 they were operating at a 
high degree of efficiency. The operations of plant X were found to be the most 
eflicient of those for all plants for which data have been available to the authors.‘ 
Plant Y, whose volume was less than that of plan X, operated somewhat less 
efficiently. 

Plants X and Y were accessible to the authors, and their personnel were 
willing to cooperate in the investigation. The managers of both plants broke 
down man-hours for various operations and provided exact figures on use of 
labor, space, and equipment, and on operating costs. As a result of this coopera- 
tion, the authors were able to study the efficiency of two well-operated milk plants 
through a firsthand survey. 

For checking purposes 2 earlier reports have been used, one based on 6 Connect- 
icut plants and one on 4 Washington plants. Figures on man-hours and on 
operating costs taken from these studies highlight those obtained from plants 
X and Y. 

Since this study aims to provide practical aid as well as to assemble and 
analyze pertinent statistics, space is provided in tables 2, 3, 5, and 6 where plant 
owners and managers may record their own figures on plant operations and thus 
locate their weaknesses by comparing their figures with those for plants X and Y. 





*In 1943 the senior author assembled unit costs of milk-plant operation for over 1,000 
milk plants operated by approximately 700 different companies. Some 200 of these costs 
were found to be reasonably comparable. A breakdown and analysis of the costs for each 
plant showed that the most efficient plants were those which operated a 100-percent whole- 
sale business and sold milk exclusively in paper containers. See The Milk Industry, by 
R. W. Bartlett, pp. 46-49 and 265-269. 
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CHANGES AFFECTING THE DISTRIBUTION OF MILK 


With the widespread distribution of milk supplies, often to places remote from 
the milkshed,.and with the rapid urbanization of our country, milk distribution 
is no longer a simple matter. It is complicated by problems in transportation, in 
processing, in store sales, in bottling and packaging, and in meeting trade barriers. 
Some problems, especially those involved in attaining maximum efliciency of 
milk-plant operation, have not been wholly solved. Others have been so well 
met that in Illinois and many other States rapid changes are occurring in the 
processing and distribution of milk. 

Widespread growth of improved roads: Milk transportation has evolved 
through the milk wagon and the milk train to the milk truck. Trucks require 
good roads. During the past 30 years, Illinois has made much progress in build- 
ing all-weather roads capable of holding up trucks. 

Increase distribution of milk through stores: During the past 25 years, the 
proportion of store sales to total sales of milk has increased greatly. By 1930, 
30 percent of the total milk sales in the United States was through stores; by 
1950, 45 percent. In some large markets such as New York, Chicago, and Los 
Angeles, store sales are now over 60 percent of total milk sales 

The shift from home delivery to store sales has frequently been accompanied 
by a rapid increase in per capita sales. In Chicago, for instance, the per capita 
sales in 1950 average 0.77 pint daily, as compared with 0.54 pint in 19384. Lower 
store prices and quantity discounts, along with an increased consumer income, 
were among the factors causing this 43-percent increase in the per capita sales 
of milk.* 

Increased use of paper containers: The increase in use of the single-service 
container has contributed to the expansion of store sales According to infor 
mation compiled by the Pure-Pak division of Ex-Cell-O Corp., 71 percent of the 
milk sold throughout the United States by grocery stores in 1950 was packaged 
in paper containers.” Only 29 percent was packaged in glass bottles. Studies 
made in California showed that 85 percent of all milk sold through stores in 1945 
in that State was sold in fiber containers.’ 

The use of paper containers for milk has increased greatly since 1940 (ec 
cording to recent studies, 4.8 percent of all milk sold in villages and cities in 
1940 was packaged in paper containers.” By 1950 this percentage had increased 


to 31.2. 


The use of single-service containers is rapidly widening the area in which 
milk can be economically distributed from one plant Several Illinois dealers 
are regularly distributing milk in paper containers to many markets located as 
far as 200 miles from the bottling plant As a result of widening of marketing 
areas, no local market in Illinois is free from either actual or potential competi 
tion from milk produced or bottled outside its local milkshed. For example, the 
Champaign-Urbana market, which formerly received all of its milk from local 


producers, is now regularly receiving milk packaged in paper containers from 
Bloomington, Chicago, Danville, Peoria, and Taylorville. This change has come 
about since 1948. 

Action of the courts in breaking down trade barriers: In the past, many 
municipalities have enacted sanitary ordinances which have acted to prevent 
intermarket shipments of milk. The city of Walkegan, for example, had a 
comprehensive milk ordinance requiring that all milk sold in the city, except 
during emergencies, be produced and pasteurized in Lake County. Such an 
ordinance, even when intended as a health measure, frequently becomes a trade 
barrier protecting local dealers and farmers and preventing the benefits of free 
competition to consumers. 

In three specific markets, including Waukegan, dealers wanting more efficient 
distribution of milk have brought cases before the courts of Illinois. In de- 
ciding these cases, the Illinois Supreme Court has upheld the legality of inter- 
market shipments of milk. 





5 Based upon data obtained from the Chicago Federal milk market administrator 

® Letter from George Scott, vice president in charge of Pure-Pak sales, July 31, 1951. 

7Blackburn. R. W., Streamlining Plant Operations and Store Distribution of Milk. 
Dairy Marketing Conference, University of Illinois, January 28, 1947. AE2443, p. 24 
(mimeo.). 

8 Data compiled by an executive of the Borden Co., New York, and published in 1951 by 
the Pure-Pak division of the Ex-Cell-O Corp. (Detroit). 
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MAJOR FACTORS AFFECTING EFFICIENCY IN MARKET-MILK PLANTS 
Analysis of the use of labor, space, electric power, and steam power by specifi 
plat ndicates two facts of major importance: (1) Efficiency in the use of 
tends to increase as volume increases, and (2) volume alone is not a 

‘ lal ( of efficier 

labor requirements tended to decrease as volume increased was brought 
out by a compar n of plants and Y and 4 Washington and 6 Connecticut 
plants (table 1) Plant X handled 12,750 gallons of milk daily, over 200 times 
tl ( he Conne it plant designated A. The unit requirements of 
man-mi es (86 per 100 gallons) for plant X were only one-sixth those of the 
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Space requirements also tended to decrease as volume increased, Plant X 
used 152 square feet of floor space per 100 gallons of milk, or a little more than 
one-third the space required by plant A, 422 square feet. 

The same situation existed for electric- and steam-power requirements 
Plant X used 14.2 horsepower-hours per 100 gallons of milk with a volume of 
12,750 gallons per day. Plant Y required 18.1 horsepower-hours with a volume 
of 3,250 gallons of milk per day, while plant A, with the least volume of all 
the plants examined, 60 gallons of milk per day, used 31.3 horsepower-hours 
per 100 gallons, 

Velume alone is not a dependable measure of efficiency. Plant X handled 
daily only one-fourth (12,750 gallons) of the volume handled daily by plant 
J in Washington (56,400 gallons), and yet plant X had less than half the 
unit labor requirements of plant J, which were 191 man-minutes per 100 gallons. 

The lower unit labor requirements of plant X may be attributed in part to the 
following factors: 

1. Plant X was constructed so that modern equipment could be arranged to 
make the most efficient use of labor. Plant J, however, as its business grew, 
had built one addition after another and had several different floor levels. 
It was almost impossible to arrange equipment in plant J so as to use labor 
efficiently. 

2. Plant X handled only 4 items while plant J handled 41. Unit labor require- 
ments tend to increase as the number of items handled increases. 

3. Plant X handled milk only in paper containers. In contrast, plant J han 
dled both glass and paper containers. Unless a plant is built expressly to 
handle both glass and paper containers, a combined operation frequently results 
in less efficient use of labor since it is difficult to integrate the 2 types of equip 
ment and 2 kinds of activity. 
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Some plants use their space more efficiently than others with an equivalent or 
greater volume, Plant X, with about the same volume as plant I in Washington, 
used 40 percent less space per 100 gallons of milk than plant I Plant Y, han- 
dling 5,250 gallons per day, was less economical in use of space than plant F in 
Connecticut. Plant F, with only three-eights of the volume of plant Y, used 
25 percent less space per 100 gallons of milk than plant Y. 

Although unit electric-power requireiuents were lower for plant X than for 
all 4 Washington plants and 5 of the Connecticut plants, they were slightly 
higher than for plant F. This is a departure from the trend for increasing vol 
lime to result in greater economy, for plant X handled about 10 times the volume 
of plant F 

Steam-power requirements, however, for all plants tended to decrease as 
volume increased 

The facts shown for labor space, and electric power coincide with those 
disclosed in other studies. One study showed that unit labor costs for one 
of the largest dealers in the market were 13-percent higher than the market 
average for store sales and 31 percent above the market average for home 
deliveries of milk.° Another study showed that distribution costs of 11 large 
distributors averaged 8-percent higher than those of all (117 dealers) included 

n this study 


OPERATIONS OF PLANTS X AND Y 


The plant manager who thinks his operating overhead is too high and wants 
to reduce it most determine which operations are being done efficiently and which 
ire being done inefficiently A simple inspection of his own plant is not enough 
and it may be difficult for him to visit other plants. Yet he needs a standard 
of comparison. Such a standard is presented here in the detailed study of each 
of the major operations of two north-central plants, plants X and Y. A plant 
manager can check his own operations against those of two very efficient plants. 

How this works out is shown by two examples. A former student of the 
senior author used the efficiency standards of plant X in studying a Chicago 
lairy of similar size. Later he became superintendent of the plant. Knowing 
that the electric-power requirements were considerably higher than those of 
plant X, he hired an engineering firm to make a special study of how horsepower 
requirements in his plant could be reduced 

In another case, a plant manager used the standards set forth in this study as 
a basis for an analysis of his own plant He later report what he had 
lone to increase the efficiency of his dairy First, finding that s transportation 


and receiving-station costs were too high, he closed a receiving station and re- 





routed his lk routes to eliminate unnecessary mileage This made possible a 
12-cent saving per 100 pounds of milk. Second, fil s cleanup costs out 
of line, he invited the company furnishing his chen to inspect his plant 
practices. He was able to reduce both mat al costs and bor costs In con- 
‘lusion, he pointed out that (1) old equipment used on thi sis of depreciation 


rates, (2) awkward plant layouts, and (3) the packaging of too many items 
can creep upon an operator and catch him eventually.” 

What these two men have done, any plant operator can do. Since plant X 
is extremely efficient, the most efficient of all when compared with the four 
Washington and six Connecticut plants, and plant Y is only slightly less efficient, 
an analysis of their operations can be helpful not only in analysis of other plants, 
but also in setting standards of efficiency for specific operations 











Labor re quirements and labor costs 


Plant X used an avers £00 gallons of milk, and 
plant Y used 48-percent ’ man-minutes (table 2). Plant X was 
more efficient in use of labor than the four Washington and six Connecticut 
plants also (see table 1) Plant H came closest to plant X in number of man 
minutes used per 1,000 gallons of milk with SSO Plant A was at the other end 
of the scale, using 5.500 man-minutes per 1,000 gallons This amount was over 


six times the unit labor requirements of plant X 


in-minutes per 1 





® The Milk Industry, by R. W. Bar 5 ms 
10 Prom Maine Agricultur Xe n : ) ’ 151. 1947 
Talk given at Dairy Marketing Conference, University llinois, February 7, 1951. 
92, pp. 3-6 (mimeo.). 
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TABLE 2.—Summary of daily labor and labor costs for plants X and Y ‘ 


Your own 
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Plant X Plant Y ae 
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I I 676 411 
M r Y 000 lo 52 0) 126.4 
( ner $1. 4¢ 17 
( pe On l $1.2 2.4 
Clar'f f 
” 
Ma ite ) il 20. ¢ 
{ t ( ¢ 4/ $ 
( ¢ $0. 09 
Pa 
j : 2 IR 
OOt ] 9 4 
( er} ¢ 4 ¢ 
{ 0 $4 ) $4 
Home 
] BE 
N t OOK illons ().2 67. ¢ 
( $1. 47 ¢ ( 
( 0. 49 ¢ 
Be 
( me ( $1. 48 $ 
( yer 1,006 llon $ ) ae 
Be r nd 
I il aT ite 8 77 
» 2 
\ } nu p r ] 2 
( ver hou ¢ $1 ( 
Cost ri 1.000 1 39 1) 4 
Bottle fillin torage 
i ar ilk 3, 070 1, oS 
M nut r 1,00¢ lo 240.7 486 
( per | $1.3 ¢] { 
( t per 1,000 ga $5 3 $9. 2 
To 
] 1 time 10. 955 
Man-minutes per 1,000 gallons RFQ 
Cost per hour ; $1.45 | 
( t per 1,000 gallon $20. 76 2 $27. 44 | 
( quart, cent 0.519 0 RE 
Daily vo gall 12, 750 3, 250 





1 From tables 8 throug 


2 Includes administrativ 
were available. 





e costs in addition to direct costs. No data on hours of labor for administration 


Both plant X and plant Y received daily the amounts of milk needed for 
bottling operations. Plant X, however, received milk from tank trucks while 
milk came to plan Y in 10-gallon cans. Plan Y’s unit labor requirements for 
receiving were more than double those of plant X. 

The principal operation in which plant X proved more efficient in the use of 
labor than plant Y was in bottle-case filling and storage.” Plant Y used 486 
man-minutes per 1,000 gallons in this operation, or about double the time used 
by plant X, 241 man-minutes (table 2). Plant X had a higher speed for bottling 
milk than plant Y. Asa result, the employees worked faster and accomplished 
more than in plant Y. Plant X was likewise more efficient than plant Y in 
homogenizing milk, using less than one-third the unit labor requirements of 
plant Y 

Although both plants used the high-temperature short-time method of pas- 
teurization, plant Y used 219 man-minutes per 1,000 gallons for pasteurizing 
milk, or 28 percent more than plant X. 

Plant Y was more efficient than plant X in bottle-case cleaning and storage, 
using only three-eights as much labor and half as much space. Through a com- 
pact arrangement of its equipment, plant Y saved many steps for its employees. 

Labor is the most costly factor in any milk plant, other than the cost of bottles 
and bottler rentals. In plant X, labor ran $20.76 per 1,000 gallons, or 28.8 
percent of total plant outlay and 72 percent of costs other than those for bottles 
and bottler rentals. 

2 Officials of plant X are now working on a method by which cases will be packed by 
machinery in order to eliminate labor for this operation. 
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In most markets milk dealers pay the prevailing wage rates for different 
types of work, so an individual company has little control over the rate paid 
In the market where plant X was located, for example, the wage rate was mate 
rially higher than that where plant Y was located. Plant X paid an average 
rate of $1.45 per hour, while plant Y averaged $1.20 per hour. Though plant X 
had a higher wage rate than plant Y, its unit cost for labor was 24 percent less 
than that of plant Y. 

A manager who makes a careful analysis of every operation in his plant wi 
generally find that he can reduce labor costs, 


Space requirements and space costs 

Efficient use of space in a milk plant means a lower unit cost of capital invest 
ment both in building and equipment, more efficient use of machinery through 
vreater concentration, and a saving of man-hours because of convenient workil 
conditions. 

Plant X operated two shifts of 8 hours daily. <A third shift came at night 
for clean-up operations With this concentrated labor force, plant X used 
floor space very efficiently, averaging 682 square feet per 1,000 gallons of milk 
daily, or about half the space requirements of plant Y, which were 1,334 squat 
feet (table 3). Only 2 of the 10 Washington and Connecticut plants used more 
space per 1,000 gallons than plant Y. 

By piping its milk directly from tank trucks, plant X also made substantial 
savings in the space required for receiving milk. Its unit space requirements 
for this operation were about one-fourth those of plant Y, where space was needed 
for receiving and storing milk cans. 

In bottle-case filling and storage, the working of two shifts resulted in sub 
stantial space savings for plant X Not only could 2 men use the space nor 
mally used by 1, but twice the number of bottle cases could be filled and stored 
Through this efficient use of space and labor, plant X was able to take care of 
its bottle-case filling and storage at the rate of 85 square feet of floor space pet 
1,000 gallons of milk daily, or about one-third the rate for plant Y {266 square 
feet). 

Plant Y, however, was more efficient than plant X in its use of space for 
bottle-case cleaning and storage and for bottling. Plant Y used 39 square feet 
of space per 1,000 gallons of milk daily for bottle-case cleaning and storage, or 
about half as much as plant X (S81 square feet). Plant X used 21 square feet 
more per 1,000 gallons for bottling than plant Y. 
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‘ABLE 3.—Summary of space and space costs ’* 


Plant X Plant Y_ | Your own 
pant 


Qf 
: RN 2 
f g ’ 
7 18 
f $ $8 | 
¢ | . > ! 
$ $0.038 | 
] 412 | 
\ 112 434.4 
$9 BRR $9 560 
g $1112 | 
H | 
g 166 | 
ll na aul 13.2 l 
l : $0.0 ) 13] 
t Q4 Q? 
RRO 6 
f g9 BRR ‘ ) 
( $0.7 $0. 68 
st 
1 128 
g 39.4 
( f ¢ $2 xe ¢ ey) 
$0). 218 $0. 101 | 
I 
ure f ] » Sit 
i 1 R4 6. 4 
( f £9 GRR ¢ 
$0). 298 $0). 682 
t $65, 74 $38. 150 | 
; ; 8 697 4, 336 
I e (adjusted) per \ I le la } 
682 1, 334 
' Ss So 
" $1.8 $3. 42 
( ] ( 457 0. OBE 
int X had a total of 11,948 square feet (adjusted) of space of which 8,697 
square feet were used in plant operations and 3,251 square feet for selling and 
cle er) The total cost of space for plant operations averaged $23.38 per day. 
S eraged $1.85 per 1,000 gallons of milk, or 0.0457 cents per quart (table 3). 


Space costs per 1,000 gallons for plant X were about half those for plant Y. 

P] X handled about four times the volume of plant Y in twice the area; unit- 

space « per 1,000 square feet were about the same for the two plants. 
From the standpoint of overall operations, space costs for both plants X and Y 





were very low, plant Y averaging less than one-tenth cent per quart, while plant 
Xx eraged about one-twentieth cent per quart 
Lg pment costs 

Under usual circumstances, plants handling a large volume of milk and hav- 
I good pla layout are able to use their equipment much more efficiently 
tl plants with a small volume. Unit-equipment costs for plant X of $2.69 


per 1,000 ; ms were only about two-fifths of those for plant Y, $6.90 per 1,000 
allons (table 4) 

Plant X was far more successful than plant Y in holding down its unit-equip- 
ment st for pasteurizing milk. Its unit expenditure for pasteurizing was only 
‘ it one-fourth that of plant Y. In handling refrigeration costs, plant X was 
also more efficient, its unit cost being about one-third that of plant Y. An under- 
lving cause for the greater efficiency of plant X in pasteurizing and refrigeration 
was the larger volume handled 
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TABLE 4.—Elements of equipment costs per 1,000 gallons ' 


I t X i 
ow e ) 
tl 2 
¢ 1 149 
ur k : 8 
Ire euu i 
Sanitar p i 19 
I ct — io A4 4 
(larifvin filtering 2 3 
Pasteurizing_- if 2 376 
Homogenizing ee 9 62 
Bottling Ee 420 1 067 
ea 4 suede eat 22 5 2. 693 6. 904 

1 Fre t table 25, 


In use of equipment for bottling, plant X was again more efficient. With its 
large volume and two working shifts, plant X could use its bottling equipment 
more hours per day. As a result, the unit cost for plant X was less than one- 
half that of plant Y. Plant X in 1946 was operating its equipment two shifts a 
day, while plant Y needed less than one full shift to receive, process, and store 
its milk. 

After this study was made, big increases in sales of milk in paper containers 
forced officials of plant X to build a larger plant. In 1951 the new plant was 
handling 225 percent of the volume of milk handled by plant X in 1946. The 
new plant was using labor and equipment even more efficiently than plant X 
was in 1946. Volume of plant Y was only slightly higher in 1951 than in 1946 
Hlectric-power requirements and power costs 

Since electric power is now used for most market-milk operations needing 
power, electric costs must be considered in any program aimed at efficiency 
Jant X had 19 electric motors with a total of 124.75 rated horsepower while 
plant Y had 14 electric motors with a total of 69.75 rated horsepower 

Plant X used a total of 1,805 horsepower-hours (rated horsepower times 
actual hours of operation) daily, compared with 588 horsepower-hours used by 
plant Y (table 5). In both plants refrigeration and homegenizing required the 
most power. 

Plant X employed power more efficiently than plant Y. It averaged 142 horse 
power-hours per 1,000 gallons of milk compared with 181 hours per 1,000 gallons 
for plant Y. The major difference in the relative efficiency of the two plants 
was in the use of electricity for refrigeration. Plant X used 92.9 horsepower 
hours per 1,000 gallons. Plant Y with 126.8 horsepower-hours required 36 percent 
more power per 1,000 gallons than plant X (table 28). The refrigeration plant 
of plant X was operated more nearly to capacity than that of plant Y. 

Plant X was also favored with a lower unit cost for electricity than that 
paid by plant Y. Plant X paid $4.759 per 1,000 horsepower-hours compared 
with $9.602 per 1,000 hours paid by plant Y Plant X had a special commercial 
rate for power because of the large volume used 

As a result of a combination of more efficient use of power and a lower rate, 
plant X had average electricity costs of $0.674 per 1,000 gallons of milk compared 
With $1,788 for plant Y. 
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TABLE 5.—Summary of electric power and electric-power costs’ 


Your own 








Plant X Plant Y nlant \ 
R 
sepower-hours 5. 57 22. 61 
Ww t S per 1,000 gallo 44 6. 96 
I Ss wer-hour $4.76 $9. 60 
( t per 1,0 gall $0. 0021 $0. 068 
( f 
! wer-t S 94.71 0 
per 1,000 gallor 7.42 0. OlF 
( er 1,00 rsepower-hours $4. 70 $9. 6 
( er 1 gallons $0. 034 $0. 0001 
Past 
4 pow urs 1, 238. 34 405. 78 
Hor wer-! per 1,000 gallons 97.12 124. 8 
( per 1 rsepower-hours $4. 76 du. 6 
( t per 1,000 gall $0. 462 $1. 198 
H 
power rs 233. 19 62. 85 
| VOT Y l 0 gallons 18. 29 34 
( t per 1,90 rsepower-hours $4. 76 $9. 60 
( t r 1,000 gallons $0. 0871 $0. 1860 
Be 
power-hours 189. 78 47. 53 
r-hours per 1,000 gallor 14.19 14. 62 
( t 1,000 horsepower-hours $4. 76 $9. 60 
( 1 gallon $0. 067 $0. 140 
I ea g and storage 
I horsepower- irs 1.14 0.18 
H A hou 1,000 gallons 0. 089 0.05 
( | 100 h power-hours $4. 76 $9. 60 
I 100 gallor $0. 0004 $0. 0005 
I y 1 stora 
power-hours 50. 90 47. 80 
H ou r 1,000 gallor 3. 96 14.71 
Cost per 1,900 hor ver-hours $4.76 $9. 60 
( t per 1,000 gallons $0. 019 $0. 141 
tal horsepower-hou 1, 804. 63 2 588. 39 
H ver-hou 1,000 gal 142 181 
( wer 0 rsepower-hour $4. 758 $9. 602 
( 100 gall ns $0. 67 $1.74 
Cost per quart, cer 0. 0168 0. 0435 
BI § 2 1 
a] } ) horsepow 10u selling a lelivery 


Steam-power requirements and steam costs 

Plant X averaged 736 B. t. u. per gallon of milk compared with 831 B. t. u. for 
plant Y (table 6). The unit steam-power requirements for plant Y were 13 per- 
cent higher than those for plant X. 

Plant X used oil for heat and had an automatic oil burner, while plant Y used 
coal. Plant Y’s steam-power cost was $3.97 per million B. t. u., or more than 214 
times that for plant X ($1.48 per million B. t. u.). 

With less heat used and with a lower unit cost, plant X’s steam-power cost of 
$1.09 per 1,000 gallons of milk was considerably less than one-third that of plant Y 
($3.61 per 1,000 gallons). Plant Y used more than double the amount of unit heat 
for receiving that plant X used. Plant Y, as stated, received milk in cans while 
plant X received milk in tanks, More steam was required for washing cans than 
for cleaning tanks. 

SUMMARY AND CONCLUSIONS 


Milk-plant operators are being forced to adjust their business operations to 
changes brought about by large-volume operations resulting from intermarket 
shipments of milk and increased store sales of milk in paper containers. These 
adjustments have emphasized the need for greater efficiency in the industry. 

To find out what constituted efficiency in the use of labor, space, electric power, 
and steam power for the operations of market-milk plants, and how to measure it, 
an analysis was made in 1946. Two efficient milk plants, plant X in Illinois and 
plant Y in Minnesota, were studied in detail, and data from several other plants 
were used for comparison. The study indicated that the greatest opportunities 
for improving milk-plant efficiency appeared to lie in: first, increasing volume; 
second, modernizing the layout of the plant; third, introducing modern equip- 
ment; and, fourth, limiting the number of products handled. 
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TABLE 6.—Summary of steam power and steam-power costs * 


Plant X Plant ¥ Your own 
plant 

Receiving 

Total B. t. u. (1,000’s) daily.. 7H ‘ 

B. t. u. per gallon 62.4 14¢ 

Cost per 1,000 B. t.u $0. 00148 $0. 00397 

Cost per 1,000 gallons. _. $0. 092 $0). 582 
Clarifying and filtering 

rotal B. t. u. (1,000’s) daily 2 ) 

B. t. u. per gallon 7 5.8 

Cost per 1,000 B. t.u $1). OO148 SO. 00207 

Cost per 1,000 gallons $0. 019 $0. OF 
Pasteurizing 

Total B. t. u. (1,000’s) daily 6, 1K 1, 665 

B. t. u. per gallon 484 

Cost per 1,000 B. t. u $0. 00148 $0). OM 

Cost per 1,000 gallons H $2 034 
Homogenizing 

Total B. t. u. (1,000’s) daily 

B. t. u. per gallon 12 

Cost per 1,000 B. t. u $0. OO148 gO. OK 

Cost per 1,000 gallons_-. $0. O18 $0. 1 
Bottling 

Total B. t. u. (1,000’s) daily- 1, 644 81 

B. t. u. per gallon 129 117.2 

Cost per 1,000 B. t. u $0. 00148 $0. 00397 

Cost per 1,000 gallons $0. 191 $0. 465 
Bottle-case cleaning and storage 

Total B. t. u. (1,000’s) daily 441 

B. t. u. per gallon | 4.6 16 

Cost per 1,000 B. t. u $0. 00148 $0. 00397 

Cost per 1,000 gallons $0. 051 $0. O65 
Totals: 

Total B. t. u. (1,000’s) daily 9, 38 2 2, 702 

B. t. u. per gallon 736 R31 

Cost per million B. t. u $1. 48 $3. 97 

Cost per 1,000 gallons $1.09 $2.61 

Cost per quart, cent 0. 0272 0. 0902 

1 From tables 32, 33, 34, and 3 
41 This does noti nclude 251,000 British thermal units which were charged to selling and delivery 





Efficiency in the use of labor tends to increase as volume increases. This study 
indicates that a plant bottling 50,000 quarts of milk or more per day, if properly 
arranged and equipped with modern machinery, usually can operate more effi 
ciently than a plant handling a smaller volume. This was the volume handled 
by plant X at the time of the study, while plant Y handled about a fourth as 
much. Unit space costs for plant X were slightly more than half those of plant ¥ 
and unit equipment costs about two-fifths those for plant Y. 

Volume alone, however, is not a dependable measure of efficiency One plant, 
plant J, handled more than 4 times as much milk as plant X, yet it used 1,910 
man-minutes per 1,000 gallons of milk while plant X used only 859 man-minutes. 
One cause of the inefficient use of labor in plant J was the many items it handled, 
41 compared with only 4 handled by plant X. Also it was practically impossible 
to arrange equipment properly in plant J’s poor layout. 

Labor is usually the most costly factor in any paper-container plant, other 
than the cost of containers and bottler rentals. In plant X labor was 29 per 
cent of total plant costs and 72 percent of costs other than containers and bottler 
rentals; for plants Y the percentages were 29 and 64, respectively. Plant X 
was located in a market where wages were higher than in plant Y’s area, and 
paid $1.45 an hour to Y’s $1.20. But even though plant X paid higher wages, 
plant Y’s unit labor cost was 32 percent higher than X’s and its unit labor require 
ments 48 percent higher. The greater volume of milk handled by plant X under 
lay the difference in efficient use of labor in the two plants. 

Space costs per unit are small in many milk plants. In plant X they averaged 
$1.83 per 1,000 gallons of milk, or about one-eleventh the cost of labor. In plant 
Y they averaged $3.42 or one-eighth the cost of labor. About half of the total 
saving in the use of floor space was in pasteurizing, where plant X used only about 
a fourth as much space per 1,000 gallons of milk as plant Y. 

Unit costs. of equipment are usually higher in plants handling only a small 
volume than in plants handling a larger volume. Thus in plant X equipment 
costs averaged $2.69 per 1,000 gallons, or about one-eighth the cost of labor, while 
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int Y costs were $6.90 or one-fourth the cost of labor. Plant X was far more 
efficient in pasteurizing milk, its unit cost being about one-fourth that of plant Y. 
When, as at present, each machine has its own motor, a large plant has less 
idvantage over a small plant in the use of power than it has in use of space and 


equipment A large plant, however, may have a decided advantage over a 
smaller plant in the rate charged for electricity. Unit power requirements for 
plant X were about four-fifths those of plant Y, but because of its heavy use 


of electricity, plant X had an industrial rate of $4.759 per 1,000 horsepower-hours, 
or about half that of plant Y. As a result of somewhat greater efficiency and 
materially lower electric rates, plant X’s cost for electricity, $0.674 per 1,000 
gallons of milk, was only about two-fifths that of plant Y. 

Many milk plants in the country have shifted from coal to oil in order to 
lower costs. High labor rates combined with increased coal prices have 
materially increased the costs of generating steam from coal. Plant X used an 
automatic oil burner for generating steam while plant Y used coal; plant X’s 
cost of steam power per million B. t. u.’s was only two-fifths as much as plant Y’s, 
and plant X’s cost for steam per 1,000 gallons of milk was less than one-third as 
much 

Some plant layouts are very wasteful of manpower. Companies that have 
poor layouts and can afford to do so may find it good business to build new plants 
and equip them with modern machinery. Savings made in 2 or 3 years will often 
pay for the entire cost of new buildings. Plants that find it difficult to do this 
can often materially reduce costs through a carefully studied rearrangement 
of plant layout and the adoption of laborsaving techniques. Modernizing equip- 
ment, even without a new layout, will tend to promote greater efficiency. 

The most efficient plants studied handled relatively few items, not more than 
8 or 10 Some items are handled to hold particular outlets, even though at a 
loss. Under good management some of the unprofitable items can be eliminated. 


Mr. Barrvert. if you take a plant that has a high degree of ineffi- 


cien A ag it may have no profit atall. We have two plants ina large 
city, the bigge1 a ylants, where they say if they can break even the 
ss Pear il an make money. 

You cannot measure the efficiency of milk distribution on the profits 
1 dealer makes. One handles 51,000 quarts a day and has 86 man- 


minutes per 100 gallons a day, another 6,000 quarts, and uses 200 man- 
minutes; and a third handles 60 gallons and has 550 man-minutes. I 
am using man-minutes as a measure of efficiency because labor is one 
of the most important factors. 

The question of milk distribution today it seems to me is a ques- 
tion of efficiency in operation. On a unit basis this means low man- 
minutes, low horsepower-hours, low B. t. u.’s, and low space. Chicago 
had 187 bottling plants in 1946, 118 in 1952. They knocked off 69 in 
the past 6 years. I expect that this decrease in numbers will come 
rather rapidly during the next decade to most of the markets in the 
United States. 

We have very inefficient milk distribution in many parts of the 
country today. I think that the trend that we have now toward larger 
volume per plant, and larger volume per route, and larger volume 
per store, is going to cut right across the board. 

In a talk presented at Farm and Home Week at the University of 
Illinois on February 3, 1953, R. B. Bush, manager of Lucerne Milk Co., 
Safeway Stores, had as his subject : Economics s of Vertical Integration 
of Bottling Plant, Transportation, and Store Sales of Milk. 

A few highlights of his talk are— 

(a) Keep plant costs low by handling a large volume per plant: 
The plant in Washington, D. C., handles an average of 88,000 quarts of 
milk daily and uses an average of 72 man-minutes per 100 gallons of 


milk. 
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(/) Have large-volume deliveries: The average daily volume pet 
truck for Safeway Stores is 267 cases of 6408 quarts. Peak-day loads 
run as high as 398 cases (9,552 quarts). The average daily delivery 
per store 1s 400 quarts, and on peak days many stores take over 2,400 
quarts, 

(c) Keep low the number of items handled: At the Washington 


l 


plant, the company has only LO items. Of these 4 are In quarts, reguian 


| 


homogenized milk. Vitamin DD homogenized milik, buttermil cr, and 


chocolate drink; 1 in pints, half and half; 3 in half pints, table crean 


vhipping cream, and sour cream; and 2 in 12-ounce packages, cottage 
cheese, large curd, and small curd. 

Mr. ANpreEsEN. They have made some changes in distribution where 
thev have delivei ies every other day ¢ 

Mr. Bartrierr. That is right. 

Mr. ANpresen. And no delivery on Sunday ? 

Mr. Barrierr. That is right. This is for home deliveries which 
are becoming less important. 

Mr. ANDRESEN. Of cow e, that cuts down the cost of operati hn. 

Mr. Barruerr. That was a move in the right direction but, of 
course, along with it we have had—there is no question—costs are 
hh oher than thev were, part eulat ly with more people buying milk at 
stores, Labor i one of the main factors, We have all costs of mate 
rial being higher than they were. 

Mr. ANDRESEN. I could never understand how some milk drivers in 
‘} h as $10,000 or $15,000 a year. Maybe vou 
know something about that ? , 

Mr. Barrurrr. Let’s take that a minute and I will take that in rela 
tion to what has happened in Chicago. 

There are only a very small number that get over $10,000 a year. 
Those are wholesale drivers that deliver large volumes per route. 
What that is predicated on is a contract that was made in the horse 
and buggy days when a driver could handle only a small volume. 

The contract in Chicago—I have included in my book The Milk 
Industry (Ronald Press, p. 53) ; it is the same kind today—the highe 
your volume per route, the higher the unit payment to the driver. 


] 
rh) 


Chi igo could make as muc 


As his load increases, the unit rate increases. The same thing 1 
true in St. Louis. That, of course, is a crazy setup. Usually a highes 
voli ie calls for tl lower unIt rate. | think Mr. Busl - ot the Sr fe way 
stores, Gave some intormation of their operatiol S. His route ! 
Washineton, D. C., from plant to stores, handle an average of 7.00 
quarts per day per man per route. That is eflicient operation. Most 
of these Chicago routes are handling far less volume. Some of thes 
that oel into those high r paid brackets have bigger load Dut are 

1 1 


vetting the rates they used to have with smaller loads. That is not a 


Her cl ye it that seems to be of interest \) 
farmers. labor, or dealers may price themselves out of the market. J 
think there were 1200 fewer drivers in 1940 than m 1930. A ve get 
the trend from he delivery to store sales, the number of driven 
cradually decreases 

sto! Lies in 4 Lo eas {7} lit pel } to 70 percent 


of total milk sales in 1952. With that you have had a big decrease 
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The exaction of a high wage rate for wholesale drivers was made to 
It did not prevent it 


prevent the expansion of store sales of milk. 
but it was an effort to prevent it. Basically, in relation to sound eco- 
nomics, that high-wage rate has no substance whatsoever. 

I would like to take at this point a discussion of No. 4 of my assump- 
tions (exhibit I). Vendors who own their own trucks and buy — 
lk at the platform will gradually replace union drivers in ‘all are 
where wage rates exacted are materi: lly : ibove their competitive oat 

Tra — question, Will vendors who own their own trucks displace 


oO! dri vers / 
he answer to this question would depend at least in part on the 
policy of labor unions. 
~ In areas where the union wage scale is in line with the prevailing 
for lab n this type of work there will be less incentive to 
iN vendor ind I might define a vendor. A vendor is a person 
ho buys milk at the platform of a dealer and then distributes 3 


here he wants to. He is an individual entrepeneur. After he 


‘ the milk that is his own business. 
lo go back—in areas — re ee e union wage cre is in line with 
» less incent! hiv ieaiie “eulios 


ives for this type of work ill b 
than in areas where the union wage is materially ly at for similar 

pes of lab 7 

In the latter case it may be expected that more and more milk 

sold to vendors at the platform of both link plants with a 

duction in the number of union employees of dairy 
li a southern market 1 dealer handling over 60,000 quarts daily 
k plant exclus vely for vendors. He has no union 
r. He sells all his milk at the platform. Part o 
milk to homes while others serve wholesale 


; 


these vendors distribute 


Phere mother market which is verv important In this market 
l ( ( | yees, haul he milk from a bottling plant to stores were 
recently entirely displaced by vendors. Picketing of the plant was 
itely prohibited by a court order that was later upheld by the 

int of appeals and by the supreme court of this State. 
| case 1 oO before thre | n ted States supreme Court. If the 
United States Supreme Court rules that that company has a right 
0 vendors, I think that this decision will be verv influential and 
rage vendors in all parts of the « es where union wage rates 


vhat IT would call the prevailing wage rate for men em- 
ploved in that particular skill. 
Mr. ANpDRESEN. Dr. Bartlett, I do not want to divert, but our time 
Ss now getting short. There are two other things that ] would like 
uch on. One ji the « question of substitutes for dairy products. 
you done any wor kon that ? 
Mr. Barrierr. Yes, a little. I have written one article on Is a 90 
Percent Parity Price Desirable for Dairy Farmers? (Exhibit VIII.) 
\lso T would like to include the report of a committee of 10 nutri 
tionists on the subject. Butterfat Nutritional Research Committee as 
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he information is as follows:) 


Exuisir VIII 
[Illinois Farm Economics, February-March 1953] 


Is A 90-PERCENT PARITY PRICE ror BUTTER DESIRABLE FOR Daiky FARMERS? 


With some reluctance Secretary of Agriculture Bens has ¢ ded ti 1) 
percent parity price for dairy products to March $1, 1954. With facts now avail 
iG: 1. Rs I P PER ¢ , I 
1920-1948, 1 low 
\ ? } Al ; ; 


I OO 


U.S. AVERAGE 
RETAIL PRICE OF BUTTER 





(CENTS PER POUND) 
—-nN Aa dao 
C0000 0C00C0O 





le on \ I Is a 90-percent ] price I er 
‘ ! i ( r ‘ fd ? 
Sp c f hicl J considered in answ l é 
I i s I i i Stiute ilk hol were ti} 
r 19 2 ! e show i 
i ie I I vill pay ss for | t tha i Ine¢ iu ) 
en retail butter price have hecom neren higher as ired th 
irgarin (4) scier ‘ lies summarized | Prot r Child he |} 
ni depart el the Universit ee ois, ha hown t ect ‘ 
fats when ipplemented w the fat soluble vitamins and when fed with the 
mixed diet ¢ Wmmont su d by men, are nutritional! equivalent to 
tut 
PER CAPITA SALES OF ER HAVE DECLINED 
Per capita sales of butter declined slowly from 1922 to 1942. Since 1948 the 
declined rapidly. During the period 1927-41, sales of butter averaged 16.6 pounds 
annually per person, or 7 percent less than for 1922-26 (17.8 pounds) I) 
World War II, milk formerly used in butter was diverted to whole milk 
with the result that for 1943-45, per capita sales fell to 11.3 pounds, or abou 
two-thirds of those of 1922-26. With the end of World War II, the downward 
trend in butter sales continued In 1952, estimated sales were 8.7 pounds pel 
person, or 49 percent of those in 1922-26. Why have butter sales declined? 
Kalk hafare the Daire Store Conference, University of UWillnola. December 10; 1082 
Include summary of 19 scientifie stu dealing with fats as related t t t \ 


OT I ‘ ytalr ipon } t I ve tment of A I I 
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ARKET DEMAND FOR BUTTER IIAS DECREASED 


study indicates that at a given level of consumer income consumers 
ng to pay as fo itter as formerly his study, by Prof 
Shepherd if Iowa State College, stated :? * The price of butter 
iurl the war i ich as the price of meat was However, when 
ended butter prices remained relatively low The dots (fig. 1) for 


PERCENTAGE BUTTER PRICE WAS OF MARGARINE PRICE 


BuUTTER-MARGARINE RETAIL Price Ratio (BuREAU 0 


TICS), AND Per CapirA CONSUMPTION OF Butter. (U.S.D.A 








e52 





| 
ee ee ee ee a a a 


170 180 190 200 210 220 


230 240 250 260 270 280 290300 


not above as with meat. This is even 





gs ( ‘ | I su] as almost the smallest 
l I I \ I butts supplies had been ist 
ve bes 15 or 20 cent wer So, the demand for 
d fron ewar le s in relation consumer income his de 
e 1920 I s be em ed the pa few years * 
( I HAS D ) 

es en I ( rgarine prices than formerly (tabl 
S ¢ LIIS¢ we ' ' of 1 te] Fro. 
t l l | nd « 4 
, ! ) Duri LYS7 1941 

( t ( marearin 
) » W } ad ( f toy h e 
hol the r | ¢ g as.) cents per p und, o1 

] T tobed. 6 CE 7. 
} ‘ ‘ ed 86.1 cents or 194 percent higher than mar 
ent Vhiile pel cn iit ‘ itte ere the iowest on reeord 
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Another cause of low butter sales in 1951 and 1952 was repeal of taxes and 
cense fees on margarine. In 1950 all Federal taxes of this type were removed 
At that time 16 States with about two-fifths of the Nation's population also 
taxed the sale of colored margarine. Thirteen States have repealed these taxes 
lowa,* Minnesota, and Wisconsin, with about 6 percent of the Nation’s popula- 
tion, are the only States which retain them. 


HOW CAN THE GOVERNMENT DISPOSE OO} LARGE QUANTITIES OF RUTTER 


High production of milk in the past 4 months’ has forced the Government 
purchase of an unusually large volume of butter to sustain the wholesale price 
at 67.75 cents per pound. During this period the Government purchased 95 
million pounds of butter, of which 69 million was purchased in January and 
February 1953. This volume compares with 114 million pounds purchased in 
the 12 months of 1938-389, 114 million pounds in 1949, and 128 million pounds 


purchased in 1950, the 3 years when Government purchases ere the } ; 

How much butter the Government will have to purchase to support the price 
at 90 percent of parity during the surplus onths of April, May, and June is a 
matter of opinion In its February 26, 1953, issue, the Wall Street Journal 
juoted an estimate of 500 million pounds. Whether this estimate is too high 
or too low, everyone familiar with the dairy industry is agreed that the Govern 
ment is likely to be in the butter business in a big way during the next few 


months. 


TABLE ] iverage retail price of butter and margarine, relationship betiveen 
them, and per capita consumption of butter, United States, 1922-52 
| 
{ } 
( 

Llow in Governme! dispose « eh lara he 
becomes rancid? In July 1950 Governmet 0 , 

. I » A it \ 2 ntos ? ! t 

~ ( In Lio ew a id | ! | 1) 
ek \ ir, begin i 1 1950 ed in higl ‘ 

Groy l r { ( re Lire on it 1 
subs 1 of butte l by the 1 
I In 1do2, Army Qi er ¢ ps | . | ! 

4 n ] ( h f ‘ } j ) em \ } ‘ i ~ 
s would us a } f 100 np i l ‘ WW ) 
Anothe gestion 1 p 5 

n whic i pound of Governing I er be given t \ 1 5 ! i 
( ile of each pound tf co ere butte ) i l SS ‘ ul he 
en lL Ooutie 1 Govern I te W ‘ h 

{ra s, relief, di pos 1 to Armed F< eX ( 9 Arne ( n 
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A bill to repeal margarine taxes is before the Iowa Legislat e 
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WHAT ABOUT FUTURE POLICY RELATIVI rO PARITY PRICES OF BUTTER 


Questions which might well be raised are: In view of relatively high retail 
prices of butter, decreased demand, and powerful competition of vegetable fat 
substitutes, is it either to the immediate or long-run interest of the dairy indus 








try to maintain 90 percent of parity prices, or is such a policy likely to result 
in further loss of the butter market to margarine? Will the present butter 
pro im prove to be another fiasco like potatoes which cost the Government 
about $450 million, resulte na ige overproduction, and finally in requests 
from potato growers to discontinue the program? 

While confronted with serious problems of adjustment the present situation 
is not critical for dairy farmers. In the first place consumer income in the 
United States is at a very high level, averaging $1,494 per person, or nearly 
3 times that for 1985-39 ($513) When corrected for changes in purchasing power 
American consumers in 1952 ad $1.53 for ¢ } ollas n the prewar years 
In the second place, butter is no longer as dor ce-making force as 
formerly In 1952 only 25 percent of the milk the country was 
manufactured into butter, as compared wit 11 130 Finally, prob 

ble increases in population combined with high sales of market 
milk, cheese, and dried whole milk, are likely offset losses in 
per capita sales of butte In a recent pape estimated that a 
production of 134.7 billion pounds of milk w | upply the needs 
of American consumer n TO, ¢ ) percent 1 1950 production.® 
The d nauUSETy a going concern and likely to continue so for a long time 


R. W. Barrett 


EDGEWATER BEACH HoTreL, CuIcCAGO—CALLED BY AMERICAN DAIRY ASSOCTATION 


Advisory scientists: Dr. C. A. Elvehjem, University of Wisconsin: Dr. Elmer 
Stotz, Rochester University Medical School (New York): Dr. Tom Hamilton 
University of Illinois; Dr. H. L. Sipple, Nutrition Foundation, New York City; 
Dr. George Holm, dairy products research, United States Department of Agri 
culture; Dr. Zoe Anderson, National Dairy Council; Dr. T. W. Gullickson, Uni 
ersity of M esota; Dr. Irvin E. Liener, University of Minnesota: Dr. H. H 
Williams, Ce | University: Dr. Ancel Keys, University of Minnesota 
ADA research members: Dr. J. A. Nelson, dairy industry head, Montana State 
College; Dr. Frank E. Rice, executive secretary, Evaporated Milk Association; 
Dr. B. W. Fairbanks, executive director, American Dry Milk Institute; Harry E 
Dodge, Kansas, chairman ADA research 


GENERAL OBSERVATIONS 


This advisory group of 10 selected scientists came up with (1) some sobering 
answers and, (2) a list of 18 suggested scientific approaches 

At various times throughout the 2-day conference, each of the 10 scientists 
made statements on the practical aspects of the role of research in establishing 
nutritional differences between butterfat and other edible fats. In summary, the 
point of agreement included 

1. Butterfat is an excellent and attractive food which has an important place 
in the American diet. 

2. Outlook is not bright for finding new, significant factors of special nutritional! 
value in butterfat during the immediate future. 

3. Discoveries of new nutritional factors offer the opportunity that they may 
be reproduced synthetically and added to competitive products. 

4. Projects should be on a longtime basis (5-year plan). Meaningful results 
may occur at intermediate intervals. 
5. There are few, if any, “quickies” in sight that would be profitable research 
investments. 


“Paper before the Dairy Marketing Conference, University of Illinois, February 3. 1953 
A copy may be obtained upon request 


é 
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6. In the light of what now appears on the research horizon, butterfat will do 
well to hold its own from the nutritional standpoint, 

7. Research at best is a ga 

8. There is frequently a « 
be derived. It may take 1] 
results. 

9. Research to answer specific problems is generally difficult to initiate 

10. Nutrition experiments with human beings as subjects present complex 
problems. They are not easy to control, involve many variable factors, take 
onger periods of time to develop interpretable results 

11. Whereas with small animal experimentation, promising leads can often be 
uncovered for followup with human studies It is also possible to do life-span 
and multiple-generation studies in comparatively short periods with laboratory 


mble. 
lelay between research results and the benefits to 
years to realize benefits from today’s research 


animals 

12. There is urgent need for more research to advance the knowledge of fat 
metabolisin What is the fate of fats in the human body ? 

13. Industry and researchers will benefit most if additional projects are 
integrated with those already underway 

14. There are laboratories now working on fat metabolism that could divert 
part of their efforts to butterfat studies. 

15. It is recommended that projects be limited in number, comprehensive, 
well planned, and placed at institutions having adequate equipment plus specially 
qualified personnel 

16. It would be scientifically difficult to prove greater stability of natural 
vitamin A under normal conditions of holding. Vitamin A in very large quan 
tities, whether natural or synthetic, has toxic qualities. TF urther, it is known 
that there is no great danger of vitamin A deficiency in the American diet 

17. It is possible that vitamins added without natural protective substances are 
more readily destroyed by heat, as in cooking and baking, than are natural 

itamins. The effects of oxidation on synthetic and natural vitamins offers a 
fertile field for investigation 

18. The role of fat in the development of fatty livers has not been clearly 
established This is a fertile field for continued investigation 


SPECIFIK APPROACHES 


Worked out on assignment Thursday evening, specific approaches were pre 
sented Friday morning by Dr. Ancel Keys, University of Minnesota, on human 
studies, by Dr. C. A. Elvehjem, University of Wisconsin, on small animal ex 
perimentation, and by Dr. Elmer Stotz, Rochester University Medical School, o1 

test tube” chemical studies It should be noted that these reports were the 
result of collective as well as individual efforts. 

Of the list of approaches suggested at the conference, the ADA “sifting” com- 
mittee selected the following and requested the ADA research director to follow 
through by personal contact with Elvehjem, Keys, and Stotz. Here is the basic 
list with titles and descriptions in abbreviated form: 

Human studies (Dr. Ancel Keys) : 

1. Cooperation with groups working on “red boy” (kwashiorkor) 

”. Restoration and rehabilitation of children from malnutrition 

3. Cholesterol studies with adults (continue and expand) 

1. Statistical population studies of dietary habits and health 

5. Controlled studies (with man) of diets high in pure vegetable fats compared 
to those high in butterfat 

6. Specific fats added to low fat diets (blood chemistry) 

7. Use of butterfat in reducing diets 

Animal studies (Dr. C. A. Elvehjem) : 

1. The relative nutritional value of butterfat and vegetable fats when fed in 
diets high in lactose, especially the relation of unsaturated fatty acids and 
vitamin E 

2. Effects of fats on utilization of other nutrients 

». Effects of protein-fat ratios on tissue changes 

4. Quantity and quality of fats fed under stress conditions 

5. Relationship of dietary fats to longevity 

6. Does fat (butterfat) supply certain factors necessary for successful reproduc- 
tion and lactation? 

Test-tube studies (Dr. Elmer Stotz) : 

1. Effects of heat on nutrients in butterfat and other fats 
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Use of new techniques in determining unique characteristics of butterfat 

S erols i evetable fats 

Extensive investigations of lipoproteins 

Additional human studies (Dr. Zoe Anderson) : 

Absorption and utilization of fats in children (normal and diseased) 

Mr. ANpresen. That was the next question I was going to ask you. 
[ilinois you perimit -I say “vou” they permit the sale of filled 


Can vou tell us about that. and what effect that is having on the 
POU ce 

Mr. Barrurerr. Filled milk, if I interpret What you mean, Mr. 
Andresen, is milk from which the cream has been taken away and a 
vegeta le substitute added. 

Mr. ANpbrESEN. That is right. 

Mr. Barrnerr. We have in Illinois one plant that produces Milnut, 
it Litchfield. Rather than answer particularly for Illinois, I would 
ier answer it from the viewpoint of the United States. Evaporated 
und condensed milk per capita sales have gone down from 20 1n pounds 
per person in 1950 to 17.9 pounds in 1952. 

Phe price of filled evaporated milk usually is 2 to 3 or 4 cents per 
in less than for ey porated milk. 

[ trade at the Eisner grocery stores in Champaign and Urbana. 


When filled NH lk Was 11, evaporated was l4or Lo. | think evaporated 


has dropped. The main problem in that substitute—I am looking 
that this Milnut, the vegetable substitute, certainly should 

1 erade a au dairy product. 
() rse buttel per cap ta sales have PONE down. | just noticed 
\] esota that the per capita sales of butter in Minneapolis, were 
19535, al d POS in 1952. Phat is an article by Professor 


Cox, of the Univer Cy of Minnesota. 

Mr. \NDRESEN. Of course we do not allow vellow colored oleo to be 
in Minnesota. 

Mr. Barrierr. That is true. On the other hand, per capita sales 


f oleo ive creased faster in M nneapolis than in the United States 
' ole 
lt creased from 0.5 pounds in 1958 to 6.8 mm 1902, and in the 
United States it went from 2 pounds to 7.7 in the same period, It 
ed just about the same rate. Even with your law prohibiting 
( HO] 2 of oleo. 
\] nesota and W SCONSI! | do not know what happened in 
lo there are onl three States till prohib ting the use of yellow 


. 

Mr. Anpresen. I think those are Minnesota and Wisconsin. 
Mr. Barrierr. What happened to Iowa? Did they pass it? 
Mr. Anpresen. I tl y did 

Mr. Barrierr. They were fighting over it when I was there in 


Mr. (ND ESEN. 11 [}] Nols you al y allow the sale of frozen desserts 
that are made out of—I do not know what. but they are not made 


] 4 
out of ads ry products. 


Mr. Bawrterr. That is right. 
Mr. Anpresen. Is that having any effect on the sale of ice cream? 
Mr. Barrierr. It unquestionably does because people are buying 


frozen desserts. Per capita sales of ice cream have not gone down 








DAIRY INDUSTRY 499 


much for the country, though reported sales include some sales of a 
frozen dessert with a vegetable fat. I think they are attack ne that 
problem through State leg lation. I have not seen the results of that. 
But the main problem there again as in evaporated milk, is: Is this 


frozen dessert masquerading as a dairy product? Specifically, last 
year I bought a pint of strawberry ice cream. The ice cream itself 
cost ZU cents, and whiat was th ~( called dairy dessert cost 19 cents 


It made me mad. The dairy dessert was a filled product. They have 
( hanged that since then to frozen dessert. 

I think this law that has ] ist been probably pas ed—I would have 
to check on that, I know one was proposed—made it clear cut whether 
the product was a dairy product or not a dairy product. I think that 
that is absolutely essential from the viewpoint of the dairy industry. 
On the other hand, personally I am not in sym pathy with any legisla 
tion which will try to prohibit the sale of anv honest food product is 
lol Yr a it does not try to ride on the COC ad nar ie of the dairy maustry. 

Mr. ANpDRESEN. For 25 years we had a fight over the color vellov 
rument is used that it was not so much over the color yelloy 
the tax. The objective was to get the color yellow for oleo 
so that it would look lke butter. That legislation was finally passed 

° ’ ticular] 


Phat has had a tremendous impact on the 
the nN muta turing areas. To me, ot Course, th it wa iu very real 


es 


, I 


ficht. I thought it was justifiable for the dairy industry to stand by 
ts own natural color. 

Mr. BARTI ETT. Of course, if you vet down to fine points on t] AT. 
Mr. Andresen, I wonder what the butter generally in the cou 
vould look like if no color were added. 

Mr. Anpresen. Of course, that Jensaii on the time of the vear 
and the tvpe of the feed. 

Mr. BART iy 8 | am just rais ne that as a point ] know at hon e, 
when we made butter, we added coloring. We used to make fat 
butter. 

Mr. Anpresen. I just brought that up in connection with what you 
said. Just one other proposition that | would like to h uve your con 
ment on. We now have a price su ipport program on a nation il seule 
for dairy products. The Government has purchased, since last No- 
vember, approxm itel\ 275 million po inds of butter at the support 
price and I do not have the exact Cheddar pi heure but J imagine 
that is around 175 million pounds. They bought several hundred 
million pounds of powder. 

Do you have any comment to make on the program or what should 
be done in lieu of the present program ? 

Mr. Bartrietr. Yes. I wrote this article, which came out in our 
February-March 1953 issue of Illinois Farm Economics: Is the 90 
Percent Parity Price Desirable for Dairy Farmers? That is included 
on pages 1437 to 1442 of that issue (exhibit VIII). The essence of 
my reasoning is that a 90-percent parity price is not desirable for dairy 
farmers. If I were going to change that—and I would have done 
exactly what Mr. Benson did with the current year—I would have 
included this 90-percent parity. On the other hand, I would reduce 
this just as soon as I could to 75 percent parity. 

Mr. ANDRESEN. When you consider that wheat. cotton. tobaeco. 
peanuts, are all under a fixed 90-percent support, would you not feel 
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that the biggest industry in American agriculture should have the 
same consideration ¢ 

Mr. Bartuett. I think that that is something from a political view- 
point that should be considered, certainly. On the other hand, if I 
were a dairyman, I would be more interested in the dairy industry 
than I would be in all these other things. If I were losing my mi arket 
for butter, I would say “Let’s hold the market for butter and get 
the other things corrected if we can.” From the viewpoint of good 
sense the sooner we get a 75-percent parity for butter the better the 
dairy farmers will be, regardless of all these other things. You fel- 
lows all get a higher salary than I do, and I think probably you earn 
it. You probably have higher expenses than I do. Just because I 
get a lower salary than you, I do not think that that is any reason 
why I should say that they have to boost my salary up to your level. 
I think it is more important for me to maintain my present aco | 
rather than being fired and having to go to get one at a lower level. 

Mr. Lovrr. Why do you think that 75 percent of parity is the an- 
swer to the surplus problem that we now have in butter? 

Mr. Bartierr. That would be my No. 1 step. 

Mr. Lovre. Why would that be the answer? 

Mr. Bartrerr. Of course, the question gets down basically to people 
who will use more butter at 75 percent parity than they will at 90 
percent par ity. 

Mr. Lover. I do not follow your reasoning on that when you can buy 
2 or 3 pounds of oleo for 1 pound of butter. If you are going to take 
it down only 15 percent, I do not think that will make one iota of 
difference as far as the consuming public is concerned. 

Mr. Barrierr. I do not agree with you on that. I think what we 
have is a hard core of butter consumers. Getting back to my analogy 
of home-delivered milk, we have 30 percent of the people in Chicago 
who want home-delivered service even though the price is high. We 
also have a hard core of butter consumers. In my estimate for 1960 
I estimated that butter consumption will be about 6 pounds per per- 
son in 1960. I think it is going down. The point that I am thinking 
of is in every product, the reason most people purchase products at 
chain stores is not because — love chain stores. The reason that 
consumers go to chain stores is because they can get the products 
cheaper. Basically you are going to sell more butter at 57 or 59 cents 

a pound than you will for 13 cents a pound higher. If that is not 
aaaits to free the market—basically I am not against a floor for farm 
prices—I think the floor should be at a level which year in and year 
out would clear the market. 

\ny floor that dams up the supply year in and year out for any 
farm product is too high and against the best interests of farmers 
themselves. One of the purposes, as I see it, of a floor on farm prices 
is to prevent manipulation which will push the price clear down to 
the farmer, someone else buys it, later the price rises, with somebody 
else coming out on top, and with the farmer left holding the bag. 
Basically the price of butter, a lower price for butter will sell more 
butter to a group of people who will pay more for butter, but not as 
much as the present difference in price. The question of butter com- 
peting with oleo, in my opinion, on an equal-price basis, is out of the 
question. 
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Dr. O. E. Baker some 20 years ago made this comment: he said 
the average person consumes 1,300,000 calories a year. It takes 11 
acres to produce those calories in beef; it takes about 4 acres in dairy ; 
it takes about three-fourths of an acre in soybeans or corn. Probably 
those figures have changed a little. But basically the fact is that it is 
cheaper to produce oleo, a vegetable product, than to produce an animal 
product such as butter. On the other hand, it does not make sense 
for either farmers or labor to price themselves out of a market. These 

.200 drivers who lost jobs in Chicago between 1930 and 1940, lost 
jobs because the margins were too high and people went to stores be- 

cause they could get the milk cheaper. It does not make sense to me 
for the dairy farmers to price themselves out of the butter market. 
This is particularly true with colored oleo, pub icity, and all the other 
things. Let us say we are agreed in maintaining a high level of income 
for dairy farmers, that we are all interested in that. In my opinion 
we are going to maintain a higher level of income to dairy farmers 
in the next 5 or 10 years with a lower butter price than with an at- 
tempt to maintain a 90-percent parity price. 

Mr. Wr1ams. Instead of a higher level why do you not say the 
cost of produ tion to the Pris, 

Mr. Barruetr. That is another question. 

Mr. Wiiui1ams. Rather than use a high level price to farmers, I 
would have you say cost of production to the farmers. 

Mr. Bartierr. I would like to raise a question. Whose cost of pro 
duction? The eflicient or ineflicient farmer ? 

Mr. WiuutaMs. The efficient farmer. 

Mr. Barrierr. I will go along with you on that. 


Mr. Lover. Dr. Bartlett, so long as the farm problem is a price 
problem, I fail to understand why a 15-percent reduction in parity, 
from 90 down to 75 percent, would have any effect whatsoever as far as 


consumption of butter is concerned for the very reason that it isa price 
problem. If you can still buy ys pounds of oleo for what you would pay 
for 1 pound of butter at 75 percent of parity, I think the consume1 
perhaps would still buy the oleo. I fail to see why you say 75 percent 
of parity. If you are op pos sed to 90 percent of ee for the reasons 
that vou have given, then it seems to me that by the same token you 
would also be opposed to 75 percent of parity because after all it 1s a 
price problem. . 

Mr. Barrierr. My answer to that question is 8 sir: I would go 
from 90 to 75 and then see what happened. If that was not enough 
[ would go down to 50. The thing that I am inte ened in is the long 
time view of the dairy industry. What you have today is a certain 
group of people who think | yutter is better than oleo. W hat you are 
doing by holding the price at such a high level is to alienate a marginal 
group of consumers and in this w: ty are practically forcing them into 
the oleo ec amp. I would like to maintain as bi g a core of butter con- 
sumers as I can. I would let the competitive price answer that ques 
tion. And along with it I would make every effort that I could to mer- 
chandize the product to get its good qualities called before consumers. 
Good merchandising goes along with it. But with a certain group of 
consumers today, many would rather buy butter — oleo. If you 
keep butter at a 90-percent parity for the next few 1% instead of 
6 pounds per person in 1960 I would predict it will | much less 
than that. 
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In other word this hard core of butter consumers can be reduced 
ll] further Let us take s yme analog es to one or two of these points. 
Why was the per capita consumption of milk in Chicago increased 
from 1945 to 1950 when per « wit sales in the United States went 
own Basically because we have had tremendous competition and 


the price and handling margin went down from what they used to be. 


The ocrapnevine. people. knew that the price was low. The question of 


price problems. if vou want to take this in regard to all of agriculture, 
the question Congressman Andresen raised, in wheat, in my opinion 
ZV to maintain the price of wheat at the present level. I 
e price of wheat entirely too high for the long-run benefit 
of the wheat producers. Ther i problem of adjusting from a high 
levi if ntoa lower level. But agriculture is not geome to benefit as 
vhole | taining botte which will not clear the market year 
tt i] j . 
Mr. Lover. T] ow can agriculture stav in business when the 
eps on going down and still the things that they have to buy 
11} / Yo know that the net income as far as the 
! dj ho it tie lowe t ebb now t } it it ha beer 
Mr. Barri Her nv answer. One hundred and fiftv years 
De] nt of the neo ve] farmers. Now it s roughly 15 per 
Mavhb ve ould « rage a few more fat ers to get the high 
Naat A dias Rar) ive free to shift into something 
If we e t v fal ers to prod e these products they 
! vear out the farmers’ sons can make more 
omebody else, they are not soing to farm Cer 
tainly I would not try to maintain the level of farm income by trying 
top self up by mv bootstray ; 
\ir. Lover How one in this condition continue? As long as you 
it Le i partially planned economy, as long as you have a bot- 
te 1} f} ror waa 0 l rs, it seems to me by the same toker 
\ ilso have to have a floor for agricultural products. 
, Mr. iP ARTLETI | AGT! Wit! VO 1 regval | to the floor. I think 
mavbe the point that e might 1 cree on is the height of the floor. 


I would have the height of the agricultm il floor ata pHoint that over a 


period ot veal will ele i? the market 


1 


Mr. Lover. Isn’t paritv nothing more than a price that is considered 


fair to the produce and consumer al Ke / 
Mr. Barrierr. No; 90-percent-parity butter is a price that is too 
high to clear the market. Consumers have reduced their butter pur- 


»} 
( 


LSes 
Mr. Lovre. In Wayne Darrow’s Newsletter last week, it was stated 
n substance that when farmers receive in the neighborhood of full 
parity, everybody was prosperous. When the farmer received in the 
neighborhood of 80 to 90 percent, agriculture was in a pinch. And 
when the farmer received less than 80 percent of parity he was in a 
depression. Do you agree with that ? 

Mr. Bartietrr. Is Wayne Darrow an economist? I would have to 
check a little. I would say that the farmers between 1942 and 1950 
had one of the highest incomes ever realized by farmers in the United 
States: but that period is past and we have to adjust ourselves down 
to a little lower level. In 1952, we had $1.53 in purchasing power of 
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onsumers for each dollar that we had prewar. This is a good period 
right now to get farm production adjusted, in line with consumer in 
come. 

Mr. Lovre. At the expense of a few farmers, yes. 

Mr. Bartierr. Let us follow that through. — Suppose we try to 


maintain Atlas on our shoulders. We trv to mainta heat ‘1 f 
it A level too high, Butter prices ata level too h oh, ( ofton prices 
at a level too high. All we are doing is to encourag’ ubstitution 
f some other things—rayons, nylons, in place of cotton; oleo in place 
f butter, and so forth. 


Mir. Lover. In spite of that fact, is it not true that the farmer’s 
share of the consumer dollar today is less than it has been for many 
many years ¢ 

Mr. Barrierr. Right now it is: but doing the period of 1945 to 

950 1f was one oft | | 


. 
Ir. Lovee. Tam talking about how, not vears ago 


) 1 z ’ 
Mir. BARTLETT, Phe pont that | ith) mak ho, sil Ss that we Cre 
] 1} ] j 
il 1) rl level historically, and we have to adjust OULSeLVE 
to re f what I call the norm in relation to othe neon Let 


is take Ohne point further. 1 am not trying to protong this dis 
} 


sion, bul uppose the bottom dropped out of consume! prices tomo! 


»\ The farn Is would be hl l devil ot «lt 1X the Lo it’ { 5 
much more sensible to repair your roof when you have sunshine 
\nd we have sunshine from the viewpoint of domesti ome today 
Farm production can be adjusted. It does not mean that many 
ill l re Yong out of business 1f we pul butter prices al 7) } Ce 
of parity [It does not mean that the dairy farmer is going out of 
busine Vhe dairy income has to be at a level 1 relation to beef 
nd hogs and corn and others, or they will go out of the dairy 
busin Phere an equilibrium there. It is much better, in 

nion, to get this adjustment during a period when thi y 1S I. 
domestica] Vy. W h ith ao} level of consumer Incon e, i! { { try 

O t until we might have a rece 

Mr. Lover. It is all right to have the readjustment, but vou ca t 
have it all at one end of the string. You have to have it ISO O} 
HauUStry al d wae ind all the other element that YO Ih to make 
up price. You cannot have it all on the farmers, 

Mr. Barrierr. Let us get down personally again. When you are 
thinking about the affairs of your family, ado you say that ust 


because Jim Jones has a higher salary than you, do you maintain 


that vou are going out of business if you do not 2 ¢ 


Basically, Just from the selfish Viewpornt of farmers, let us just 
forget the rest of the people, I raise this question Isa 90 pereent 


ret his salary 


parity price desirable for dairy farmers / I did not ra » it ! 
connection with consumers. I just raised it in connection with dan 
farmers. I think it is very bad for dairy farmers to have a 90 


percent parity. | think the sooner we vet down to ai ¢.-percent 
parity the sooner you will have the support of your butter farmers 
Jutter farmers are clear ahead of some of the others. Butter 


farmers, many of them, want lower prices and want to sell their 
products commercially. ‘J hey do not want the Government buving 
their products. 
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Mr. Anpresen. I think my friend from South Dakota has in mind 
that the farmers are always the first ones to take a licking, and if 
we could have an adjustment throughout our entire economy at the 
same time, then it would not make any difference. 

Mr. Lover. That is right. 

Mr. Barrierr. Of course utopia is desirable, too. But it is a long 
way off. 

Mr. Lovie. Ninety percent is not utopia. That is only 90 percent 
of what is fair. 

Mr. Barrierr. I think in South Dakota, and I worked with your 
dairy-marketing specialists, that you will find that a lot of farmers 
would rather have 75 percent parity prices today and sell the butter 
to consumers than to h: ave a big seoment of it going to the Government. 

Mr. Witurams. Dr. Bartlett, the only prob lem that you have, . the 
only people that you dislike in this dairy situation are the New York 
people. Is that right ? 

Mr. Barrierr. I like the New York people. I would say that I 
used New York as an example because New York is one of many that 
are in the same boat. And we have facts on it. 

Mr. Anpresen. Dr. Bartlett, we want to thank you for the contribu- 
tion that you have made to our committee, which is very valuable 
and helpful. 

Mr. Bartiert. I appreciate the opportunity, Mr. Chairman. 

I will turn over all my material. 

Mr. ANpresen. If you want to go over your remarks that you have 
made to the committee and insert such statements as you wish, such 
additions to clarify your viewpoints, you may do so. 

The committee will stand adjourned. 

(Whereupon, at 12:11 p. m., the subcommittee adjourned.) 


x 











